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TESTIMONY 

BEFORE .THE 

COMMITTEE ON BANKING AND CUERENCY 

IN RELATION TO THE 

RESUMPTION OF SPECIE PAYMENTS. 



Committee on Banking and Currency, 

House of Representatives, 

Washington^ April 1, 1878. 

Present, Mr. BuckDer, chairman; 

Messrs. E wing, Hardenbergh, Hartzell, Bell, Eames, Chittenden, Fort, 
and Phillips ; 

TJhe Hon. John Sherman, Secretary of the Treasury. 

The chairman read to the Secretary a copy of the letter sent to him 
on the 28th ultimo, in which were stated the several points upon wEich 
the committee wished to be informed at the conference set for to-day. 
The first was a statement showing the actual amount of gold and silver 
coin and bullion belonging to or in the custody of the Treasury Depart- 
ment on the 28th of March, where located, and what deductions were 
to be made from it on account of actual existing demands against it. 

Secretary Sherman. I can give you a statement up to the 28th of 
February, 1878. I am not able now to give you the statement for the 
month of March, but can do it to-morrow or next day, and I will proba- 
bly attach it to my answer. This, however, is the general result of the 
statement : We have at the Treasury, the different subtreasuries, assay- 
offices, and depositories — 

In gold coin $118,351,709 

In gold bullion 7,937,300 

In subsidiary silver coin 5,675,494 

And in silver bullion * 2,955,577 

(See Appendix No. 3.) 

I have also got the comparative debt statement, but I think I had 
better not put it in now, because I will have the complete statement 
made to-day. This being the first of the month, it could not be made 
up until to-day. (See Appendix No. 5.) 

The Chairman. The next point called for by the committee is a* 
statement of gold and silver coin and bullion in the Treasury, less the 
items deducted in your statement piade before the Senate Finance Com- 
mittee, from 1865 to 1877, inclusiye. 

Secretary Sherman. The Treasurer has tried to give that statement,, 
as far as he can, but he could not give it complete, except as to the state- 
ment made on the 1st of February, 1877. In this statement he says 
this : 

The committee, in their inquiry No. 2, asked for a' statement similar to the above, 
for each year from 1865. It has lieen found impracticable to comply, as to the years 
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4 RESUMPTION OF SPECIE PAYMENTS. 

from 1865 to 1876, in the short time allowed, on account of tte form in which reports 
from asfiistant treasurers and mints and assay-ofBces were made prior to 1877. In fact,, 
to make the statement as requested would necessitate correspondence with all the 
above offices. 

I told him that as this statement gives you the items a year ago, and 
as you have also that statement for this year, that was all you would 
probably want. The amount ot* gold and silver available on the Ist of 
February, 1877, was $11,936,771, after making the same deductions as 
were made in the table given to the Finance Committee, on page 4. 
This table (Appendix No. 2) contrasting with that table will show the 
condition of the Treasury as to gold and silver then and on the 1st of 
February of this year. The amount a year ago was $11,936,771, and the 
amount on the 1st of February this year was $71,775,860, making the 
increase of gold and silver available between the 1st of February, 1878, 
and the 1st of February, 1877, $59,839,089. 

This statement (handing it to the committee) will give you the amount 
in silviBr coin, in silver bullion, in gold coin, &c. 

There was another fact which I thought the committee would desire 
to have in this connection. I thought that the committee would want 
to know the distribution of this money on the 28th of March, 1878. We 
had in gold coin and standard silver "dollars $114,666,958; in fractional 
silver coin $5,736,639; and in gold and silver bullion $13,664,914. The 
amount of silver standard dollars included in this is estimated at 
$454,711. (See Appendix No. 4.) 

The Chairman. The third inquiry is the amount of bonds sold up to 
February 1, 1878, and not paid for. 

Secretary Sherman. If that question means simply to inquire as to 
the amount of bonds not paid for at that date, my answer is that they 
are all paid for. There are no bonds issued unless they are paid for ^ 
but I suppose that whdt the committee means by this question is to as- 
certain the amount of bonds actually sold for resumption purposes, and" 
also for refunding purpose. I have the distribution here ; but in direct 
answer to the question it will be perhaps sufficient for me to say that 
there are no bonds which have not been paid for. We take subscrip- 
tions, but never issue the bonds until we get the money. An arrange- 
ment has been made with the Bank of Commerce, in New York, by 
which we allow that bank to collect currency and coin drafts for bonds, 
and when the coin is paid into the Treasury the bonds are sent to the 
person. The actual amount of bonds sold under the resumption act and 
under the refunding act is as follows : 

Under the resumption act — 

5 per cent. bonds of 1881 $17,494,35a 

4i per cent, bonds of 1891 15,000,000 

4 per cent, bonds of 1907 '. 25,000,00a 

Total 57,494,350 

The bonds issued on account of refunding are as follows: 

5 per cent., bonds of 1881 $490,000,000 

4i per cent, bonds of lb91 185, 000, 006" 

4 per cent, bonds of 1907 55,000,000 

Total..... 730,796,200 

Which last sum added to the $57,494,350 on account of resumption 
makes the total $788,290,550. 

I ought to say that the proceeds of all the bonds that were sold under 
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the refunding act were applied to the payment of aa equal amount of 
5 20 bonds bearing 6 per cent, interest. 

The Chairman. These bonds were sold at par, were they not ! 

Secretary Sherman. Yes, sirj par in coin. We paid out of the 
Treasury one-half of 1 per cent, for commissions and expenses. 

The Chairman. The fourth inquiry is as to the usual amount of an^ 
nuai coin liabilities of the government, stating separately the liabilities 
for interest, sinking-fund, foreign service, &c. 

Secretary Sherman. I have this for last year. It is as follows : 

Coin interest paid daring fiscal year 1877 192,883,431 27 

Amount applied to the sinking-fund during fiscal year 1877 447, 500 00 

Amount paid for diplomatic service during fiscal year 1877 755, 286 06 

Amount paid for foreign naval service during fiscal year 1877.. 2,224, 124 49 

Amount of customs refunds during fiscal year 1877 5, 247, 800 65 

Amount expended for refunding national debt, parting and refining 

bullion, &c., during fiscal year 1877 901,927 30 

Total 102,460,069 77 

You are aware that under the law^importers very often deposit money 
in advance of their entries, and then, when their entries arp liquidated, 
the excess is returned to them. That system is adopted in order to 
enable them to get their goods quickly. Also in some cases where dis- 
putes arise as to the amount of duties, if the duties are paid in excess, 
the excess is refunded. These refunds are in the ordinary current 
course of business. 

The Chairman. This total of $102,460.69 is the coin payments for 
the last fiscal year ? 

Secretary Sherman. Yes, sir j divided up in the way I have stated. 

The Chairman. The fifth question which the committee desired you 
to answer, is the amount of fractional currency redeemed and carried to 
the account of the sinking-fund, and what applications of coin, if any, 
have been made on account of the sinking-fund during the current fiscal 
year. 

Secretary Sherman. The answer to that is : 

The amonnt of fractional cnrrency applied to the sinking-fund in 1876 was$7,062,142.09, 
and in 1877, ^14 ,043,458.05. So far in this fiscal year the redemptions of fractional cur- 
rency amount to $3,382,621.45, making a total of $24,488,221.59 applied to that fund. 
No coin applications have been made to the sinking-fund during the current fiscal 
year, except the redemptions of bonds heretofore called, amounting to $67,700. 

Some cases occurred where bonds were sent on by parties by mis- 
take, and we redeemed them; and they were put into the sinking-fund. 
After that we adopted the habit of returning bonds that were sent by 
mistake. 

The Chairman. The next question is, what is meant by balances in 
the sinking-fund accounts ? Of what items are those balances made 
up? 

Secretary Sherman. It is very natural for any person, lawyer or 
business man, to be misled by the use of the word *' balance ^ in these 
sinking-fund accounts. A balance may not be a balance of money in 
hand ; and, in this particular case, the word "balance'^ means either an 
amount of the Sinking-fund which has not been made good by the pur- 
chase of bonds, or an excess of the amount required by law. These are 
called balances, and this table on page 18 of the Finance Report shows 
v^ry fully how the sinking fund is made up, and of what items it is com- 
posed. i?his table goes back to 1869, and shows at the end of that fiscal 
^ear a balance to new account; that is, the balance to new account is a 
balance in this case of an amount paid — more than the law required — 
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into the sinking-fund, and therefore it is put to the credit of the sinking- 
fund for the next year. 

Then, the next year, they had not bought quite as many bonds for 
the sinking-fund as the sinking-fund law required, and so there was a 
balance of $1,254,000 which was carried to the credit of the sinking- 
fund to be made up the next year, and so on. These balances con- 
tinued, amounting to somewhere between half a million and a million 
and a half of dollars. Sometimes they would be on the one side and 
sometimes on the other, and they were carried forward until 1873 or 
1874, when, after the panic, the revenues fell off, and they failed to 
make good the sinking-fund. The amount of deficit in making good the 
sinking-fund in 1874 was stated at $16,305,000. Mr. Bristow, I am told, 
declined to carry forward this balance to the next year, because it was 
apparent that, from the condition of the finances, he would not be able 
to make good that balance in addition to the sinking-fund for the next 
year, and therefore the balance was dropped. It represents simply the 
amount which the government failed to apply to the sinking-fund. In- 
stead of carrying it forward in his accounts, the Secretary dropped it. 
That is what I did last year, and what Mr. Morrill had done. We did 
not undertake to carry forward the deficiency in one year to swell the 
sinking-fund for the next year. ^ 

Mr. Bell. Then this term " balance" applied to the sinking-fund in- 
dicates either the excess or the deficit in the sinking-fund for the year? 

Secretary Sherman. That is all. At first the balances were carried 
forward and were made good the next year, because they did not 
amount to much 5 but when the deficit became so great, and when it 
became apparent that it could not be made good, the Secretary just 
dropped it. Kow, last year we were deficient in the sinking-fund 
$9,235,000, simply because we could not, out of the surplus revenue, 
make good that fund. 

The Chairman. On the whole, have not the deficiencies in the sink- 
ing-fund account been more than made good since the passage of the 
act? 

Secretary Sherman. Yes. You wilh find a statement of that in Mr. 
Morrill's report. The sinking-fund was never kept as an accoant in the 
Treasury Department until after the refunding act of 1870. A section 
in the refunding act provided for the stating of the account of the sink- 
ing-fund, and then it was first commenced. Up to that time a state- 
ment was made showing how far the sinking-fund had been kept under 
the act of February, 1862, and it was found that by the application of 
the surplus revenue to the payment of the debt, the stipulations of the 
sinking-fund act had been largely exceeded, to the amount of $200,000,000. 
Now the sinking-fund account is regularly kept, and the exact state- 
ment of it is shown by Mr. Morrill's reports and also by my annual re- 
ports. 

The Chairman. Have you the report of the examiners at the sub- 
treasury oflftce, New York, as to the coin there ? 

Secretary Sherman. Yes, sir; I have the preliminary report of Mr. 
E. O. Graves, which is as follows : 

Treasury of the United States, 

Washington, March 29, 1878. 
Sir: I have the honor to submit a prelimiDary report upou the examination of the 
office of the assistant treasurer of the United States in New York, recently made under 
my direction in pursuance of the instructions given in your letter of the 11th instant. 
The funds found in the possession of that office at the close of business on the 12th in> 
stant, at which time I took charge (exclusive of currency and coupons in process of 
redemption and not charged to the cash), were as follows, the coin being verified by 
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weight, and the notes, currency, and securities by actual count and examination of 
each individual obligation : 

Gold coin : $100,051,280 00 

Gold bars 3,367,713 26 

Coin checks, paid on March 12, 1878, but not charged up 1, 069, 114 78 

Silver coin 1,396,436 28 

Coin certificates ., 3,197,900 00 

United States notes 32,614,479 00 

National currency 428,711 00 

Fractional currency and minor coin 194,088 92 

Redeemed legal-tender certificates of deposit, June 8, 1872 3, 335, 000 00 

Coin coupons 8,368 10 

Coupons of District of Columbia bonds 110 41 

Treasurer's checks for registered interest on District of Columbia bonds 273 75 

Redeemed call bonds and interest * 2,013 48 

Treasurer's coin quarterly-interest checks : 

Funded loan of 1881 48,168 03 

Funded loan of 1891 832,383 02 

Funded loan of 1907 3,603 50 

Receipts for advances on salaries of employes 2, 421 00 

Cash for petty expenses in cashier's hands 15 00 

Seven-thirty notes purchased, bein^ balance of amount of counterfeit 
7»30 notes purchased, and for which judgment has been obtained in 

favor of the United States • 8,750 31 

Total 146,560,829 84 

^ Total as shown by assistant treasurer's report of March 12, 1878 146, 566, 996 35 

Deficit 6,166 51 

Only $1,777.51 of the deficit arose in the seven and one-half years during which the 
present incumbent has held the office of assistant treasurer, and of that amount $1,500 
is due to a single shortage discovered in a package of notes received from a bank in 
payment of a draft, but which the bank refused to make good. This leaves a deficit 
from all other causes during the present assistant treasurer's incumbency of but 
$277.51 ; a most remarkable record considering the vast amount of money which has 
X)assed through his hands. The items composing the entire deficit will be explained 
in full in my final report. 

Very "respectfully, your obedient servant, 

E. O. GRAVES. 
To Hon. John Sherman, 

Secretary of the Treasury. 

The items of this deficit had been reported and known at the depart- 
ment, so that there was no actual variation between the statement as 
made by the assistant treasurer and the actual count. Perhaps I ought 
to say that this count occurred also here in Washington in July last, at 
the time that Mr. Gilflllan took possession of the Treasurer's Office. 
Every item and paper was counted before he gave his receipt for the 
money, and everything was found to be correct, except a small item of 
$1,831, of which we have a full account. 

Mr. Chittenden. I have prepared four questions in the interest of 
those whom I represent, to which 1 should like to have your answer: 

First. With silver dollars and silver certificates full legal tender for 
all debts, including the customs and the public debt, is not gold practi- 
cally demonetized ; and how will you renew your supplies, or prevent 
its exclusive use as merchandise in foreign commerce f 

Second. Is there no danger that the national banks, in taking care of 
themselves, will hoard greenbacks enough to exhaust your gold reserves 
when the day for resumption comes ? 

Third. Is it not probable that, before you have coined 100,000,000 of 
the new silver dollars, with greater activity in foreign trade, they will 
be exported at their bullion value to settle trade balances, and with what 
effect upon the price of silver bullion ? 
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Fourth. Does not your success in resuming coin payments with our 
so-called double standard depend absolutely upon an advance in the 
price of silver bullion in London to about 59 pence sterling per ounce f 

I have not spoken with any member of the committee in framing these 
questions. ' They were framed at my own table, and I am influenced only 
by my correspondence and by questions asked of me by those whom I 
represent. 

Secretary Sherman. I would a great deal rather, in this conference, 
give the committee the facts and let the committee draw its own infer- 
ences, than attempt. to give my own opinions. But I have no objections 
to answering any of those questions. I think that a certain amount of 
silver dollars issued will not have the effect which Mr. Chittenden thinks. 
I believe we can maintain at pan in gold a certain amount of silver dol- 
lars ; precisely what amount I would not like to say, because that is a 
question of opinion. But I have the idea that we can maintain at par 
in gold no less than $50,000,000 ; perhaps more— say from $50,000,000 
to $100,000,000 ; but whenever those silver dollars become so abundant 
and so burdensome that the people would not have them and would not 
take them, and that they would not circulate, then undoubtedly they 
would gradi^^lly sink to the value of the bullion in them. That is my 
opinion, but I do not think it wise for either this committee or myself 
to discuss this question much, because the silver bill is a law, and, what- 
ever we may think of its effects, the public mind will not be satisfied 
until that law is fairly tried. The effect of the silver bill is not going to 
be very rapid, nor will the fall in silver be anything like so rapid as is 
probably feared, and long before the silver dollar can sink to the value 
of silver bullion. Congress will undoubtedly correct the law if it were to 
have that effect. If, on the other hand, it should have the effect, which 
is anticipated, of raising the mass of silver up to the standard of gold, 
then Mr. Chittenden need not be afraid. Therefore, I say that I do not 
think I ought to give my opinion further on that subject. I have not 
changed my mind about the silver bill, although the newspapers say 
that I have. I think that (as a matter of policy) the silver bill, which 
makes silver available to pay bonds issued by the United States either 
before or after the refunding or resumption acts, is not good policy. I 
have stated that over and over again publicly, and I do not deny it. 
But the silver bill is the law. We are not infallible. It cannot operate 
quickly in that way, and therefore we had better give it the full benefit 
of an experiment, in the certainty that, if Congress finds that it has the 
effect which is now anticipated. Congress can at any moment stop the 
issue of silver dollars. I think that that is as far as I ought to answer 
these questions. 

Mr. Chittenden. It is not my object to embarrass the Secretary in 
any way in these questions. 

The Chairman. The Secretary is of the opinion that *' Sufficient to 
the day is the evil thereof; that we will take care of the present, and 
let the future take care of itself. 

Secretary Sherman. If you allow me, I can now, in connection with 
your question in regard to my opinion as to the practicability of resump- 
tion, and especially in regard to an interview published in the news- 
papers between Mr. Ewing and bankers in New York, give you my opin- 
ion. I have read that interview with a great deal of attention, because 
I know many of the gentlemen who took part in it. 

The Chairman. It is proper for me on the part of the committee to 
say that it was not intended that that interview should be made public ; 
but the report of it was surreptitiously obtained in some way. 
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Secretary Sherman. I do not thiu*k there was the slightest objection 
to publishing it. 

The Chairman. Only probably on account of confidential relations. 

Mr. EwiNa. We told those gentlemen at the conference that we had 
our secretary for the purpose of taking down their statements, not with 
a view to publishing them, but merely for the information of the com- 
mittee, and the committee feels exceedingly annoyed about the publica- 
tion, because it seems like a violation of that understanding; but the 
paper was surreptitiously obtained, and the committee does not feel at 
fault about it. 

Mr. Chittenden. Special pains were taken at New York to exclude 
newspaper reporters. 

Secretary Sherman. It is pretty hard to exclude newspaper re- 
porters 5 but I think it was right enough to have that conference pub- 
lished. It presents the opinions of very intelligent gentlemen, whose 
business it is to be familiar with the subject, and their opinions are en- 
titled to full weight. I can only give you my general reply to them. 

My reply would be about this: These gentlemen assume three prop- 
ositions. First, that we cannot sell enough 4 per cent, bonds to pre- 
pare for resumption; second, that the national banks can*throw upon 
the government the burden of resumption of bank-notes as well as 
of United States notes; third, that resumption requires the redemp- 
tion and cancellation, without power of reissue, of United States notesf 
below $300,000,000. To these I answer, that I believe that, with such 
auxiliary legislation as is pending in both houses, we can sell enough 
4 per cent, bonds to prepare for resumption ; but, if I am mistaken 
in this, we can sell either 4^ or 5 per cent, bonds, which they admit 
will command gold, silver, and banknotes, to maintain resumption. 
Some of these gentlemen have proposed to me that, if I sell them 4J per 
cent, bonds at par in coin, they will guarantee enough coin for resump- 
tion 'y and I have some better offers from other banks and bankers, so 
that, on this point, it is only a question of rate of interest on bonds. 
When it becomes clear that money cannot be had for 4 per cent., it is 
time enough to pay 4J. The silver bill has crippled my power to sell 
4 per cent, bonds, but a wise savings bill, that will enable me to deal 
directly with the people, would go far to repair this. Upon the second 
point: It may as well be understood that the national banks cannot 
thrpw upon the government the burden of redeeming their notes. The 
attempt would be suicide. They are bound to redeem their notes on 
demand at the Treasury with United States notes or coin, and to main- 
tain in their vaults very large reserves of United States notes. Any 
effort of theirs to force the redemption of their reserves of United States 
notes in coin would at once cause the government to withdraw all gov- 
ernment deposits from them, to present all bank-notes held or received 
by the government for redemption, and, if need be, to exchange United 
States notes for bank-notes. 

Such a struggle as these gentlemen contemplate would end in their 
losing their power to issue circulating notes at all. Their talk about 
forming a line to break the government is not discreet and is not dan- 
gerous. I am more concerned about what you will do than about what 
they will do. The United States Government already holds a larger 
eash reserve for the redemption of its notes in proportion to demand 
liabilities than any bank represented by these gentlemen, and it has 
power to increase it. Our certificates of deposit — the most dangerous 
form of liabilities — are secured, dollar for dollar, by coin or U nited States 
notes actually in hand, while the banks owe over $600,000,000 to depos- 
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iters, the great body of which is represented by notes and bills dis- 
. counted. The only demand liability we owe not covered by actual cash 
on hand is the United States notes, and of these $70,000,000 are in our 
vaults, and $70,000,000 more the banks are bound to retain in their re- 
serves. With a coin reserve of $100,000,000 to $150,000,000, the re- 
demption of $300,000,000 of United. States notes would be easy, and 
that reserve could not be diminished to any considerable extent by the 
banks, or any combination of banks, without a continuous draft upon 
the banks to make it good. We can rely upon the intelligent self- 
interest of the banks to prevent such a struggle. Nothing could pro- 
voke it more quickly than threats by bank officers, and if such a struggle 
comes, the government, with its reserve, with ample revenue, and the 
power to sell bonds, can easily maintain resumption, without fear of a 
line of bank cashiers anxious to break the Treasury or to force high 
rates of interest. 

On the last point: The power to reissue is plainly given by section 
3579, Revised Statutes, and is not cut off any more by the notes coming 
into the Treasury in exchange for coin than in payment of a tax. Even 
if the Supreme Court hold them as no longer a full legal tender, they, 
are as much so as a bank-note. If the choice must be made between the 
two, the common interest would decide in favor of the United States 
note. . I believe they both ought to circulate, and both be at par with 
coin. But nothing is so discouraging in the progress of resumption as 
for national banks to shrink from their share of the burden, or to make 
threats such as are stated by some of these gentlemen ; and nothing is 
so injurious to the banking system, or will precipitate its overthrow 
more certainly, than a popular conviction that the banks are endeavor- 
ing to embarrass the government in maintaining resumption. 

Mr. Chittenden. I did not hear anything on the part of those gen- 
tlemen with whom we conversed at the subtreasury in the form of a 
threat, and I appeal to Mr. Ewing to confirm my impression. There was 
nothing of that kind intended, I am sure. These gentlemen simply 
expressed the opinion that in an attempt to resume with any stock of 
gold that you were likely to have, the gold would be transferred to the 
banks naturally. 

Mr. EwiNa. That was it. 

Mr. Chittenden. There was anything like a threat? 

Mr. EwiNa. Ko ; on the contrary, there was a great desire manifested 
on the part of the bankers to make resumption safe. 

Secretary Sherman. I have written propositions from these gentle- 
men, and from Mr. Coe himself, that if I will give them 4J per cent.^ 
bonds instead of 4 per cents., they will guarantee resumption. The 
trouble is this, that when I am trying to sell bonds at 4 per cent., they 
say I am acting both as a politician and as a financier. I suppose they 
mean that as a politician I am desirous to have the interest low, and 
that as a financier I am indifferent to the rate. I simply say that as 
soon as I cannot sell 4 per cent, bonds to the people, I know I can sell 
4J per cents, to the banks 5 and in that way, if in no other, we can get 
enough gold to insure and to maintain resumption. To that 1 pledge 
my opinion and my earnest conviction. " 

Now, in regard to the reserve that is necessary, there is a difference 
of opinion. I would like to have so strong a reserve that there would 
be no question of our ability to resume, and I think (as I stated to the 
Committee on Finance of the Senate) that if I can have a reserve of one 
hundred and thirty millions, or, in other words, if I can increase my^ 
present reserve about fifty millions, I do not see how it is possible to 
prevent us from resuming. If it were known to-day that it was certain 
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I sboald have such a reserve by the 1st of January, and if it were certaia 
that Congress would be willing to stand by the experiment of resump- . 
tion, we would have resumption at once. 

Mr. EwiNG. Neither of which can be made certain. 

Secretary Sherman. Yes ; if I could sell the bonds and get the re- 
serve, the thing would be made certain in twenty-four hours. 

Mr. EwiNG. Where do you suppose you could get so large a sum of 
metal ? 

Secretary Sherman. We produce bullion enough in this country. If 
I had this year's production of gold and silver (and I could very easily 
get it by selling bonds) I would have reserve enough. 

Mr. EwiNa. Would you get any part of it abroad ! 

Secretary Sherman. Yes; some from abroad. 

Mr. Phillips. In your statement to the Senate committee as pub- 
lished, I understand you to say that there has been no increase of coin 
in the Treasury during the most of this year. Am I correct that you 
have not increased your coin through the months of January, February, 
or March ? 

Secretary Sherman. No, sir. That is, we have not] increasedlthe 
coin belonging to the governnjent, but the banks have increased on their 
deposits. 

Mr. Phillips. Is not the depreciated price of gold owing to the fact 
that the banks have taken it ? 

Secretary Sherman. N6, sir ; but simply because we went out of the 
market for the gold. 

Mr. Phillips. You have stated that you have not increased the vol- 
ume of gold in the Treasury during this year. 

Secretary Sherman. No, sir ; because we have not sold any bonds. 

Mr. Phillips. Was the attempt made to sell bonds, and were you 
unable to do so f 

Secretary Sherman. I have tried very hard to sell them and I could 
sell at a higher rate of interest. Let me explain that. The reasoa why 
I cannot sell bonds is because they have got the impression in Europe 
that this silver bill is going to derange matters, and that belief brought 
bacli upon us (as these gentlemen say) seventy -five millions of bonds. 
As a matter of course, they came into competition with the Secretary in 
selling bonds; and as long as they had their bonds to sell, under a scaring 
market, I could not sell bonds unless the rate of interest was raised. 

Mr. Phillips. Then you cannot resume safely unless vou can sell 
bonds at a higher rate of interest f 

Secretary Sherman. I do not say that. I think I can. If you pass 
a bill to enable me to sell directly to the people I think I can sell 4 per 
cent, bonds. 

Mr. Phillips. How about 3.65 bonds ? 

Secretary Sherj^ian. I cannot sell them. 

The Chairman. I do not see how that is to aid you in resumptioti ; 
because in selling bonds to the people you must sell them for green- 
backs. 

Secretary Sherman. Yes, sir. 

The Chairman. The effect of all that is to equalize greenbacks with 
gold. Is that the theory ? 

Secretary Sherman. Partly that, and partly because with greenbacks 
we can buy gold or anything else. The law authorizes me to buy or to 
sell gold, and as a matter of course I can buy gold at the market price. 

The Chairman. If the people paid greenbacks for 4 per cent, bonds^ 
then you could sell these greenbacks for gold. 

Secretary Sherman. Yes, sir. 
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Mr. Bell. You mentioDed that the interest paid in coia was aboat 
ninety-two millions a year ; have you any means of ascertaining what 
proportion of that amount is paid abroad! 

Secretary Sherman. It is very difficult to state that. The interest 
is all paid to agents here, and we cannot distinguish the amount of in- 
terest that is paid to bondholders here, from the amount that is paid 
abroad. The best estimate that I can form is that the amount of bonds 
held abroad is about six hundred million dollars ; but there is a differ- 
ence of opinion about that. I think that that is pretty near the thing. 

Mr. Eames. I desire to present to the comnciittee, in the presence of 
the Secretary of the Treasury, a consideration which, I think, is imi)or- 
tant in determining the question whether the government can resume or 
not in January, 1879. There are now outstanding about three hundred 
and forty-seven millions of greenbacks and three hundred and sixteen 
millions of national-bank notes, amounting together to some six hun- 
dred and sixty millions of paper currency. That is now used for the 
purpose of the business transactions of the country. The point to 
which I wish to direct the attention of the committ-ee and of the Sec- 
retary of the Treasury is, whether the three hundred millions of legal- 
tenders are not absolutely requisite for the business purposes of the 
country, and whether, therefore, there wfll be any very great desire to 
exchange them for gold. 

Secretary Sherman. I do not think we have a great excess of cur- 
rency now. These bankers say that there is not enough of currency. 
So long as there is a want of confidence in our ability to resume, it is 
likely that the greenbacks will be presented for redemption to some ex- 
tent; but if we were so strong that the public mind was satisfied of our 
ability to resume, there would be no motive to present notes for redemp- 
tion (especially when they may be redeemed in silver). Then, I agree 
that these notes will not be presented. 

Mr. Fort. Would not a premium of 1 per cent, run these notes in for 
redemption, even with confidence restored ? 

Secretary Sherman. O, yes ; but we must abolish the 1 per cent, dif- 
ference. 

Mr. Phillips. Can you state any distinction between legal-tender 
notes and national-bank notes in regard to the obligation of redemption? 

Secretary Sherman. Certainly, sir. We have nothing to do with the 
redemption of the national-bank notes. The banks can take care of 
that themselves, and they are doing it now. They have an enormous 
reserve. 

Mr. Phillips. It is stated in the papers of Saturday that you ordered 
the retirement of $767,000 of legal-tender notes for last month. 

Secretary Sherman. Certainly. The law explicitly required that. 

Mr. Phillips. I thought that the law left it to your discretion. 

Secretary Sherman. Kot at all. The Treasurer of the United States, 
at the end of each month, on the report of the Comptroller of the Cur- 
rency that snch an amount of national-bank notes has been issued, 
retires and redeems from his currency reserves 80 per cent, of green- 
backs. I have nothing to do with it. 

Mr. Fort. Do you think that good policy? 

Secretary Sherman. I do. That must be continued until the amount 
of greenbacks is reduced to $300,000,000. 

Mr. Phillips. Do you think it safe to reduce the volume of green- 
backs to $300,000,000 ! 

Secretary Sherman. I think $300,000,000 is enough. 

Mr. Phillips. Can you not safely resume unless you reduce the 
amount of greenbacks to $300,000,000 1 



Digitized by 



Googk 



RESUMPTION OF SPECIE PAYMENTS, IS 

Secretary Sherman. I cannot say that. The law provides a mode by 
which the currency can be reduced te $300,000,000. 

Mr. Hardenbergh. If Congress should adjourn, with the state of 
the finances as they are now, and without additional legislation, and 
with resumption fixed to take place on the Ist of January next, do you 
not suppose that the national banks will have to buy from thirty to fifty 
millions of gold to make themselves strong enough to meet resumption? 
Secretary Sherman. Certjjnly; they are doing it largely now. 
Mr. Fort. Do you still desire to cancel the forty -seven millions of legal- 
tenders now outstanding in excess of the three hundred millions! 
Secretary Sherman, I think it wise to stand by the present law. 
The Chairman. Do jou actually destroy this eighty per cent, of 
greenbacks ? 

Secretary Sherman. We reduce it monthly. The amount is stated 
in every debt-statement. It Is an actual destruction of the greenbacks. 
The idea was that $300,000,000 of greenbacks cau be easily and surely 
maintained at par in coin. i 

Mr. Bell. Is it your judgment that the volume of currency at 
$300,000,000 will be adequate to the btisiness wants of the country 1 

Secretary Sherman, Ko; in my judgment the currency will be in- 
creased from time to time by the free action of the national banks, and 
I believe that the amount of circulation in this country, where we are 
accustomed to paper money, will be always largely in excess of what it 
would be in old countries where they hoard coin. 
Mr. EwiNG. And in excess of what it is now f 

Secretary Sherman. I am inclined to think that we can maintain the 
present volume of circulation — six hundred millions; but that is a larger 
paper circulation than was ever maintained by any other country. 
That is a question for the banks to decide for themselves. 

Mr, Phillips. Has not the volume of national-bank notes been 
steadily reduced since the passage of the resumption act f 

Secretary Sherman. Certainly; because the banks chose to retire 
them. They have a right to do that, and they chose to retire them ; I 
cannot control that. The Secretary of the Treasury has no more to do 
with the process of reducing the currency or of increasing it than any 
of you gentlemen — not near so much, because you can stop it and I 
cannot; I simply execute the law. 

Mr, EwiNO. In your statement to the Senate Finance Committee I 
find the following: 

Treasury of thb United States, 

Washingtonf March 18, 1878. 
Sir : In accordance with your request, I have the honor to state the amount of gold 
and silver in the Treasury on the 28th ultimo, the date of the last debt-statement^ 
which is as foUows, viz : 

Gold coin $117,151,455 62 

Gold bullion 7,937,300 31 

$125, 088, 755 93 

Less amount to credit of disbursing-officers and out- 
standing checks 6,189,626 60 

Gold-certificates actually outstanding 44, 498, 500 00 

Called bonds and interest 6,818,677 29 

Interest due and unpaid 4,909,705 21 

62,416,509 10 

Available gold coin and bullion 62,672,246 83 

Available silver coin, fractional 5,972,895 42 

Available silver buUion 3, 130,718 31 

Total available gold and silver 71,775,860 56 
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According to this statement, the amount of gold and silver coin and 
oullion applicable to resumption, belonging to the United States on the 
last day of February, 1878, was $71,775,000. You then say that you 
have practically, for business purposes, $20,000,000 more of coin appli- 
cable to resumption, because you have deducted from the gold in the ' 
Treasury four items, making an aggregate of about $62,000,000, part of 
which you assume that you can use. 

Secretary Sherman. Yes, sir. 

Mr. EwiNO. Now, I ask you which of those items so deducted are 
practically available for resumption 1 

Secretary Sherman. The amount to the credit of disbursing-officers 
and outstanding checks varies but very little, because it rarely, if ever, 
gets below $5,000,000, and it varies from that up (the amount in profcess 
of disbursement), so that you can very fairly anticipate that fact (it is a 
business fact), just as a merchant can anticipate the coming in of his 
bills receivable. 

Mr. BwiNG. Is not that banking ! 

Secretary Sherman. Every man does banking in that sense. 

Mr. EwiNO. Would the Treasury be justified in disregarding out- 
standing existing interest obligations by applying the coin which was 
set apart to meet those obligations to the redemption of legal-tender 
notes ? 

Secretary Sherman, The Treasury will do just what any prudent in- 
dividual will do ; it will anticipate the demands upon it, and always 
have money to meet those demjtnds. It is sufficient for me to say that 
the law authorizes the use in anticipation of coin-certificates. The 
amount of coin-certificates that may be issued can be 20 per cent, in ex- 
cess of actual coin. The Secretary of the Treasury, from the knowu 
certainty that these coin-certificates will not be and cannot be presented 
all at once, and are not likely to be diminished in amount, can issue 20 
per cent, in excess of the actual coin on deposit. 

Mr. EwiNG. Yes, the law gives you that authority. What would 20 
per cent, of the coin-certificates amount to ? 

Secretary Sherman. Nearly $9,000,000. 

Mr. EwiNa. So that you might at this time issue coin-certificates to 
the amount of $9,000,000 beyond the amount of coin now in the Treasury ? 

Secretary Sherman. Yes, sir. The law authorizes that. I will say, 
however, that it has not been done. As to the next item, *' Called bonds 
and interest'^ — $6,818,677 — that amount is in the Treasury, and is always 
there. There is interest due and carried on the debt- statement for 
twenty or thirty years ; but we count it as a demand that we must pro- 
vide for, and it is covered by this deduction. 

Mr. EwiNG. How much of that amount is for called bonds and interest 
on such bonds ? 

Secretary Sherman. The whole of it. We have now in the Treasury 
over $7,000,000 due to "called bonds and interest'' — that is, bonds that 
are due and not bearing interest, but that are not presented for pay- 
ment. Sometimes bonds come in three or four years after they are due, 
and they are then paid. 

Mr. EwiNO. Can anything approaching that amount have gone beyond 
the ninety days when the payment of interest stops^ 

Secretary Sherman. Every dollar of that has gone beyond the ninety 
days. Whether that amount will be continuously in the Treasury is 
only to be told by a comparison of the statements of "called bonds and 
interest." I have no doubt that some of that amount will never be 
called for. You will find by reference to the monthly statements that 
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tlie amount varies from mouth to month, but it is an item which can be 
counted on with almost as much certainty as any other item. 

Mr. EwiNG. I notice from the Treasury report that the whole " slack ^' 
from the beginning of the government to August, 1877, is less than 
$2,000,000 out of the $7,000,000 of aggregate of called bonds and in- 
terest unpaid to date. I don't think you can very safely assume that 
the $5,000,000 of bonds under recent calls will not be presented. 

Secretary Sherman. On the contrary, under the last call — which is 
charged up and included in this last statement (a call of $10,000,000, 
made on the 6th of December last and maturing on the Gth of March) — 
but $7,000,000 of bonds had been presented on the day before yester- 
day, leaving $3,000,000 not presented. That leaves two or three mil- 
lions of that particular call. 1 do not say that you can rely upon it with 
absolute certainty. 

Mr. EwiNG. This inquiry is to ascertain how much gold and silver 
can be certainly relied upon to redeem legal-tender notes. 

Secretary Sherman. Well, I think you can fairly count on at least 
one-half of this $6,818,677 of *' called bonds and interest." In all human 
probability there will be three or four millions of that amount that will 
not be called for. 

Mr. EwiNa. Within what time? 

Secretary Sherman. There will be that balance on that account all 
the time, because we are going on to make calls all the time. 

Mr. EwiNG. But if you are pushed to get coin enough to redeem legal- 
tender notes you are certainly not going to continue the call of bonds 5 
so that probably that item will disappear from your resources. 

Secretary Sherman. In my judgment, we will go on and make those 
. calls. Last year we accumulated $60,000,000 of actual gold in the 
Treasury, while at the same time we were making calls at the rate of 
$1,000,000 a day ; and therefore your conclusion does not follow. If we 
had this question of resumption fixed beyond doubt, and if the people 
understood that it was to come, the bonds would be taken promptly and 
the calls would be repaid ; because accumulation for resumption accom- 
panies and is increased by refunding. The actual experiment shows it. 
Whenever we have made calls we have accumulated coin, until last De- 
cember, when, by the agitation created here in Congress, it ceased. My 
calls were outstanding, but the bonds did not sell. 

Mr. EwiNG. We are trying to ascertain the amount of coin which you 
can certainly use in redeeming legal-tender notes; and you say that in 
an exigency you <an use that item of $6,818,677 of "called bonds and 
interest,'' or a poition of it. It seems to me that if the exigency arises 
you will be in such a condition that you will not be calling bonds and 
increasing your coin demand ; and, therefore, that that fund is not avail- 
able, and that you cannot safely draw upon it to redeem legal-tender 
notes ; or if you do so in an extremity, you may not. only fail of re- 
sumption, but also fail of paying the interest and principal of the debt. 

Secretary Sherman. I say that having $62,000,000 of coin in our 
possession subject to demand liabilities (an aggregate sum), which by 
the experience of nine years is rarely diminished to the amount of ten 
or fifteen per cent, (never falling below $50,000,000, and sometimes going 
up as high as $80,000,000), we can fairly count that, in any probable 
state of circumstances at least $18,000,000 of that amount will be in the 
Treasury — not to be used (4)ecause 1 do not anticipate that our reserve 
will ever be drawn down to that), but that we may fairly count upon it 
as in the Treasury, 

Mr, EvriNa. Tnis accumulation has been during the period when legal- 
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tender notes were not redeemable, but yon certainly cannot assume that, 
because you have had that accumulation of coin in the Treasury hereto- 
fore when there was no redemption of legal- tender 'notes, you will con- 
tinue to have it after redemption begins I 

Secretary Sherman. I think we can assume if, when gold was not in 
circulation, there was a gold balance in the Treasury subject to demand 
without much variation, that, when all transactions are based on coin, 
or paper redeemable in coin, this coin will remain in the Treasury. I 
believe that one of the first effects of resumption will be to increase the 
deposit of coin in the Treasury, because paper will be so much more 
convenient in all the transactions of life that paper will be used and the 
coin will be deposited with us. The subtreasury in New York will be, 
like the Bank of England, the place of deposit fur all the coin of the 
country ; and coin certificates or greenbacks will be used for all current 
transactions, leaving the coin only to be drawn to meet the demands of 
foreign trade or the mutations and changes of supply and demand. 

The Chairman. That would depend entirely upon the balance of 
trade ? 

Secretary Sherman. Very much. 

The Chairman. That would be the key of the situation ? 

Secretary Sherman. Yes, sir. 

Mr. EwiNa. You say, then, that at least $3,000,000 of this e«6,818,677 
for '^called bonds and interest" might be used, if necessary, in the re- 
demption of legal-tender notes ? 

Secretary Sherman. Practically. I would say that at least one-third 
of the amount, $2^000,000, might be so used. The next item of $4,909,705, 
"interest due and unpaid,'' stands in about the same position ; in fact, 
it is more stable than the other. 

Mr. EwiNa. You think that $2,000,000 of that could be used ? 

Secretary Sherman. Yes, and perhaps more. Here (showing a debt 
statement) are the items of this "interest due and unpaid 5" much of it 
is on old loans. Very often people do not collect their coupons, but leave 
the interest to accumulate, so that this interest item is even more stable 
than the other item. This is the "interest due and unpaid "on out- 
standing bonds ; the other is " the interest and principal of called bonds." 

Mr; EwiNO. I see that this " interest due and unpaid "is made up 
chiefly on bonds not yet due. It therefore cannot run along. 

Secretary Sherman. That always ifollows. Suppose a man who owns 
$10,000 of bonds neglects to cut off the coupons when they are due and 
lets them run for two or three months without collecting the interest, he 
is likely to do the same thing the next time. 

Mr. EwiNG. But suppose it were understood that the Treasury was 
short of gold, would it not be likely that these overdue coupons would 
be run in for collection f In other words, could you safely use that fund 
to redeem legal-tender notes if you are pushed to that point ! 

Secretary Sherman. I do not think I would have occasion to use that 
fund, but I simply say (as I have said to the Senate committee) that 
while we can only surely count upon the actual coin on hand over and 
above our coin liabilities, we can yet, as business men, fairly understand 
that all of these demands, of which I have given the items, will not be 
presented at the same time, and that there will always be a balance of 
at least eighteen millions of them. 

Mr. EwiNG. Do you count any of the coinc#rtificates in that category ? 

Secretary Sherman. Yes; I count 20 per cent, on coin certificates. 

Mr. EwiNO. You propose to issue 20 per cent, of new ce.^tifioatei^ 
beyond the amount of gold on hand ! 
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Secretary Sherman. Yes, we coald. 

Mr. BwiNG. Which you may use for the redemption of legal-tender 
notes! 

Secretary Sherman. I do not think I ever would, except in case of 
necessity, but the law authorizes it. 

Mr. Phillips. Have not our revenues, both from internal revenue 
and imports, been decreasing of late? 

Secretary Sherman. Yes, but we have more gold revenue than we 
have gold expenditures. 

Mr. Phillips. But have not the revenues been decreasing this year 
as compared with the past year 1 

Secretary Sherman. Very largely this winter — especially in the 
whisky tax. 

Mr. Phillips, And will not the recent law in regard to whisky still 
further decrease the revenue f 

Secretary Sherman. That gets me into legislative grounds, and I 
think you had better settle that question among yourselves. There is 
no doubt but that we will have a surplus revenue to the extent of 
a portion of the sinking-fund. I do not think that a deficiency can equal 
the sinking-fund. 
Mr. Phillips. The sale of bonds has been stopped I 
Secretary Sherman. Yes, but we can renew their sale if we pay a 
higher rate of interest — if we issue 4J per cent, bonds. The time was 
(ever since I have been in public life) that it would have been looked 
upon as very remarkable to sell bonds at less than 4^ per cent., and we 
are getting very strong when we refuse to sell bonds at 4^ per cent. 
Never before in the history of the government have bonds been issued 
and sold at par at so low a rate of interest as four per cent. 

Mr. Phillips. You state that we have coin interest to pay to the 
amount of ninety millions a year. Do you think it would be safe to un- 
dertake resumption with that burden resting upon us ? 

Secretary Sherman. Clearly. If we have the power to reissue legal- 
tender notes at par, and the power to sell bonds, if necessary, we can 
undoubtedly keep the notes at par. Redemption would not go far be- 
fore legal-tender notes would become scarce. I have stated that there 
were $70,000,000 of those legal-tender notes in our vaults, and there are 
also $70,000,000 of them in the custody of the national banks, whose 
interest it would be to keep them in their vaults. 

Mr. Phillips. Would it not be more to their interest to have the 
coin? 

Secretary Sherman. These legal-tender notes are scattered all over 
the country. 

Mr. Phillips. The interest of the banks to get the gold might prompt 
them to send in these greenbacks for redemption. 

Secretary Sherman. If you ask me whether 347 millions of legal- 
tender notes can be all paid with a hundred millions of coin, if they are 
all presented on the same day, I will say no; but, with 600 millions of 
currency, you cannot purchase all the wheat and corn in the country in 
the same day. 

Mr. Phillips. Will not the me're act of resumption create a demand 
for gold which does not now exist? 

Secretary Sherman. On the contrary, I think it will diminish the 
demand for gold. What would they want gold for? 
Mr. Phillips. These banks may wish to resume. 
Secretary Sherman. They would rather resume in greenbacks. 
They deposit their gold with us for safe-keeping. 
H. Mis. 62 2 
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Mr. FoET. Would there not be a temptation for the banks to exchange 
their greenba^.ks for gold ? 

Secretary Sherman. 1 do not see what object they would have in 
doing it- 
Mr. Fort. They would do it merely iFor the premium. 

Secretary Sherman. But there would not be any premium. 

Mr. EwiNG. How much of this item of "interest due and unpaid,^ 
$4,909,705, do you say may be counted as applicable to resumption? 

Secretary Sherman. I would say about one-third of it. 

Mr. Ewing. That will be one million three hundred thousand. 

Secretary Sherman. I never went into the division of this thing. 

Mr. EwiNG. Then the item of " amount to credit of disbursing officers 
and outstanding checks," $6,189,626. How much of that can be used 
tor resumption f 

Secretary Sherman. You may count on the whole of it if you choose ; 
because it is really only money in the course of disbursement. We 
always have in the hands of disbursing officers large sums of money, 
and every disbursing officer has a balance on hand, and we can reduce 
those balances to a large extent, or cut them off entirely. 

Mr. EwiNa. You include "outstanding checks"; do you think you 
could count the whole sum they represent as a part of the funds that 
could be used ? 

Secretary Sherman. No, sir. 

Mr. EwiNG. How much of it ? 

Secretary Sherman. I cannot tell ; because I cannot tell how much 
of this item is for " outstanding checks '' and how much to the credit of 
disbursing officers. 

Mr. EwiNG. Exclusive of tliose items you would only have on your 
theory $12,300,000 which you could add to the $62,000,000. 

Secretary Sherman. It is totally immaterial whether you count that 
in or count it out. As I said before, my reliance would be on the actual 
coin reserve — to be increased as I have stated. I do not propose to re- 
sume on seventy-one millions of coin. 

Mr. EwiNa. It strikes me that the addition of seventeen or eighteen 
millions, drawn from these four items, is not safe in calculating the re- 
sources for resumption. 

Secretary Sherman. I think that if you ask any banker in New York 
how much of that fund is available for resumption purposes, he will put 
it higher than I do. 

Mr. EwiNG. As a banker ? 

Secretary Sherman. As long as we are issuing United States notes, 
redeemable on demand, we are in the banking business. 

Mr. Ewma. And take the bankers' chances ? 

Secretary Sherman. We do it as a matter of course. We save the 
interest and have to do as bankers do. 

Mr. EwiNG. You have got here under the item of " called bonds and 
interest'' only $6,818,677. Has there not been a call of $10,000,000 
since f 

Secretary Sherman. No; there has been no call since. The last 
statement whicl\ you get today will include these *' called bonds." The 
last call was made on the 6th of December, 1877, and matured on the 
6th of March, 1878. It has been covered — about half of the amount — 
by the sale of bonds since the call issued. 

Mr. EwiNG. Does this statement include all of the called bonds un- 
paid on the first of February, 1878*? 
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Secretary Sherman. Yes, sir 5 all the called bonds that matured afe 
that date. 

Mr. Port. What is the cost of selling bonds, including the expenses 
of the syndicate ? 

Secretary Sherman. One-half of one per cent, is the limit under the 
law and our contract with the syndicate. The syndicate pays all the 
cost, including engraving, &c., out of the half of one per cent. Under 
the popular loan we pay one fourth of one per cent, commission and pay 
the expenses out of the other fourth. 

Mr. Bwing. Going back to your statement before the Finance Com- 
mittee, you add to the sixty-two millions of gold five millions nine hun- 
dred and seventy-two thousand dollars of fractional silver coin ; do you 
regard that as available for resumption "? 

Secretary Sherman. Undoubtedly. We can issue that silver coin ia 
exchange for United States notes to the full extent of the outstanding 
fractional currency; but, in my judgment, Congress ought to pass a 
law enlarging the limit of subsidiary silver to fifty million dollars. 

Mr. EwiNa. Such an exchange would be. a voluntary exchange on 
the part of the holder of legal-tender notes. I am not speaking of what 
you can buy with the subsidiary silver coin, but as to whether it is avail- 
able for the redemption of legal-tender notes when presented. 

Secretary Sherman. Yes; in my judgment that five millions of dollars 
will be all absorbed before the first of January. 

Mr, Ewma. But we are speaking of this as a redemption fund for the 
legal-tender notes after the first of January. 

Secretary Sherman. If the five millions of subsidiary silver coin be 
paid out in exchange for United States notes or in current expenses, 
there will be left in the Treasury just so much the more current revenue 
which will be in gold. 

Mr. EwiNa. But after resumption day you do not regard fractional 
silver as available for the purposes of redemption ? 

Secretary Sherman. Only to a small amount. We will still exchange 
silver coin for United States notes. But I think the whole amount now 
on hand will be paid out and gold will take its place. 

Mr. EwiNG. The resumption law provides that the redemption of 
legal-tender notes shall be in sums of $50 and upward,' and fractional 
silver currency is not a legal tender above $5. How, then, can it be 
counted upon as part of the redemption fund ? 

Secretary Sherman. Simply because it can be, and will be, probably, 
exchanged, as needed, for United States notes. 

Mr. BwiNO. But after the first of January can it be used as part of 
the redemption fund? 

Secretary Sherman. Yes, I think so; if it is used for the redemption 
of United States notes. 

Mr. EwiNG. It is not a legal tender ? 

Secretary Sherman. That makes no difference. People come to us 
every day with United States notes for silver currency. 

Mr. BwiNa. But I am speaking of using this fractional silver currency 
for the redemption contemplated by the law. 

Secretary Sherman. I regard redemption as simply»meaning paying, 
according to law, the United States notes in the coin which the holder 
has a right to demand. Any holder of a United States note may now 
come to the Treasury and ask to be paid in subsidiary silver coin. 
After the first of January we will pay him in silver dollars or in gold 
coin, just as he prefers. If we should redeem United States notes 
between now and the first of January to the extent of five millions of 
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dollars, we have in i>lace of it the revenue which comes into Treasury — 
probably in gold. 

Mr. EwiNa. My point is this : that fractional silver coin cannot be 
counted as a fund with which to redeem, after the first of January, 
United States, notes, because it is not a legal tender for as much as $50, 
and because, under the law, the presentation of legal-tender notes must 
be in snms of $50 and upward. 

Secretary Sherman. I do not think it material for us to discuss that 
question, because that five millions of subsidiary silver coin will be used 
in exchange for United States notes precisely as the silver doUs^rs will be. 

The Chairman. You regard it as an asset in the Treasury for all the 
purposes of the resumption bill ? 

Secretary Sherman. Certainly. If you really want to drive me into 
the position, I can simply say that we can convert subsidiary silver coin 
into silver dollat's and then we can pay \t> out. It is money therein the 
Treasury available for the payment of United States notes. 

Mr. EwiNG. Might you not as well put in United States notes as 
money available for redemption? 

Secretary Sherman. Ko; I think not. This subsidiary currency, 
would, in the ordinary course of business, be paid out in lieu of other 
revenue, and would be replaced by gold or silver. 

Mr. BwiNa. In the statement made on the 26th of February to this 
committee by the Treasurer, he says : "I am informed by the Director 
of the Mint that the amount of unpaid deposits belonging to private in- 
dividuals and held by the mints and assay-offices on January 1, 1878, 
amounted to $2,114,000." Is that a proper deduction from the coin on 
liand*? 

Secretary Sherman. No, sir ; that is a miut account. 

Mr. EwiNG. But the amount in the mints is credited in your table. 

Secretary Sherman. Only the amounts belonging to the United 
States. There are privnte deposits of bullion under the law. That is a 
private deposit for trade-dollars. It is not a liability. 

Mr. Ewma. That is, the gold and silver are not counted in the state- 
ment of the amount in the mints *? 

Secretary Sherman. No, sir ; that debit is for gold and silver de- 
posited b.y private individuals for their own use. 

Mr. EvTiNa. In this statement you have got the available sum on 
hand at $71,000,000, without an^^ deduction ior accruing interest ? 

Secretary ^^ Herman. Yes, sir. 

Mr. EwiNa. Now, the interest which is accruing on bonds is to be paid 
by gold which has been accruing from cxxsiomsj pari passu f 

Secretary Sherman. Yes, sir. 

Mr. EwiNa. You count all the gold thus coming in from customs as 
4ipplicable to resumption, and yet here is a charge upon it of $17,277,000, 
u\) to the last of February, for accruing interest ? 

Secretary Sherman. The answer to that is that the interest is not 
due. If the initerest is accruing, we have also revenue accruing. We 
have goods deposited v^ith us and bonds issued for customs duties, but 
we do not count this as revenue, although the revenue is accruing with 
absolute certainty of payment, and will be paid within a year. 

Mr. EwiNG. It is not fixed in amount ? 

Secretary Sherman. O, yes. Tlie entries are liquidated and ascer- 
tained, and we hold the goods in bond ; but we do not call that revenue, 
because it is not paid 5 and so it is with accruing interest. Interest, as 
it accrues, we count as such, but interest accruing will be met before it 
becomes due by revenue accruing. 
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Mr.EwiNa. Bat you have already credited your whole accruing reve- 
nue to your resumption fund ? 

Secretary Sherman. No; we have credited our accrued revenue. We 
do noji in either case credit the accruing or prospective revenue or the 
accruing or prospective interest. 

Mr. Ewma. That is retrospective interest. It has accumulated to the 
extent of over seventeen millions to the date of your statement. 

Secretary Sherman. It is no more fixed than the revenue which is 
accruing. This question of whether, in our liabilities, interest not yet 
due shall be counted has been variously discussed, and many take a dif- 
ferent view of it; but I take it that the point is this: Can that interest 
be demanded on the 1st of March or on the Ist of April 1 Certainly not. 
There is accruing interest from the 1st of January to the 1st of July; 
but it is not due until the 1st of July, and cannot be counted, therefore, 
as a demand liability until the 1st of July; and in the mean time our 
ample coin revenues come in, and a great deal more than cover the 
accruing interest. 

Mr. Bwma. But, as a matter of fact, if you take out that seventeen 
millions of accruing interest and say that you put that apart as a resump- 
tion fund, you will be short of revenue to pay your interest and to create 
the sinking-fund, as the law requires. 

Secretary Sherman. If we are bound not only to get gold enough to 
pay what is due, but bound to get gold enough also to pay what may be 
due in six months, as a matter of course we can never resume, 

Mr. EwiNG. I think it fair enough to say that whatever you have on 
hand now which has no ascertainable charge against it may be counted 
as a redemption fund for the greenbacks, trusting to future revenue to 
meet the future accruing interest and liabilities. But the diflBculty 
about this statement is, that you have taken all the gold in hand now, 
and have not counted the accruing interest, which amounts to the very 
large sum of $17,227,000 up to the date of your statement, while the 
law expressly sets apart the gold that has been accruing from the cus- 
toms to meet the interest which has been accruing during the same time. 

Secretary Sherman. No ; but to meet the interest which has accrued. 

Mr. EwiNG. The statement, I think, makes an incorrect impression on 
the public mind as to the amount of gold actually on hand for resump- 
tion purposes. 

Secretary Sherman. But, according to your idea, you would have us 
accumulate seventeen millions of gold more today to meet an obligation 
that is not to fall due until July. . 

Mr. Bwino. No ; but my idea is that in your statement you should 
have deducted the $17,227,000 of interest accruing up to date from the 
amount of gold on hand, because that gold is pledged and set apart by 
the law as a special fund to pay this interest, and is not applicable to 
resumption. 

Secretary Sherman. But we have other gold as sure^to come in as 
the 1st of July will come, to meet that interest. 

Mr, EwiNG. Yes; and you have other obligations to meet to the 
amount of all the gold hereafter coming in. 

Secretary Sherman. We cannot be expected to pay a debt before it 
is due. 

Mr. EwiNG. The receipts from customs for the fiscal year 1877 were 
$130,956,000. The receipts this year will be less, as the imports have 
fallen off. The interest on the public debt last year was $97,124,000* 
That interest this year will be a little less. The sinking-fund this year, 
according to the statement of the Treasurer, is $35,424,000, and the law 
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sets apart customs as expressly to the siDkiDg-fand as it does to the 
interest on the public debt. Section 3694 of the Revised Statutes pro- 
vides tfiiat ** the coin paid for duties on imported goods shall be set apart 
as a special fund, and shall be applied as follows : 1st. To the payment 
in coin of the interest on the bonds and notes of the United States. 
2d. To the purchase or payment of one per centum of the entire debt of 
the United States, to be made within each fiscal year, which is to be set 
apart as a sinking-fund, and the interest of which shall be in like man- 
ner applied to the purchase or payment of the public debt. 3d. The 
residue to be paid into the Treasury.'' 

]Now, here is a special appropriation by law of the receipts from cus- 
toms to the extent of the sinking-fund and of the interest on the debt, 
and these two items will this year, evidently, auiount'to the whole re- 
ceipts from customs. 

Secretary Sherman. I have already explained the operation of the 
sinking-fund. If we should undertake to do what you say we ought to 
do — set aside that $35,000,000 and apply it for sinking-fund purposes — 
as a matter of course, there would be at once a deficiency in the pay- 
ment of your own salaries, and of all the other expenses of the govern- 
ment. Now, this sinking-fund is a well-known technical fund, and has 
been known from the foundation of the government. It is really noth- 
ing but a pledge by Congress that it will provide revenues enough, not 
only to pay the expenses of the government, but to pay, in addition, the 
sinking fund of one per cent, upon the debt. Therefore the sinking- 
fund has been always used simply as a representative of the balance of 
revenues over expenditures. The current expenditures are always taken 
from the amount of revenues, and the balance is applied to the sinking- 
fund. If there is a deficiency in the revenue, so that there is no balance 
to be applied to the sinking-fund, of course that is the fault of Congress 
in failing to provide revenues sufficient to cover the appropriations and 
the amount to be applied to the sinking-fund. That has been the estab- 
lished custom of this and other countries. 

Mr. EwiNG. I am not speaking about the custom, but the law. The 
law says that the coin paid for duties shall be set apart as a special 
fund, first, for the payment of coin-interest on the public debt 5 and, 
second, for the purchase of one per cent, of the debt each year, and for 
payment of interest upon the accumulated sinking-fund. Now, I do not 
see how any custom or usage of the department, or usage of other coun- 
tries, can change the obligation of the statute. 

Secretary Sherman. Let me look at the resumption act, if you have 
it there, and I will show you that not only does it do that in express 
terms, but it has been held to do it by every administration. (Referring 
to the law.) This clause has always been held to apply to the sinking- 
fund in the form of surplus revenue: "And to enable the Secretary of 
the Treasury to prepare and provide for the redemption by this act 
authorized and required, he is authorized to use any surplus revenue 
from time to titne in the Treasury not otherwise appropriated, and to 
sell, issue, and dispose of, at not less than par in coin, either of the 
description of bonds," &c. This passed January 14, 1875. It has been 
held, under this appropriation, made in 1875, of the surplus revenue, that 
the excess of revenue over expenditures could be applied under it with- 
out regard to the sinking-fund^ and that has been the construction put 
upon these words. 

Mr. EwiNG. That is, by yourself, and Mr. Morrill, and Mr. Bristow, 
the only three Secretaries of the Treasury who administered that law. 
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Secretary Sherman. Yes, sir. That appropriation of surplus revenue 
bas been held pro tanto to be an amendment of the act of 1870. 

Mr. EwiNG. The words are " any surplus revenue from time to time 
in the Treasury not otherwise appropriated." Now, in addition to section 
3694 of the Eevised Statutes which I have cited, there are in sections 
3688 and 3689, under the head of permanent annual appropriations, 
appropriations of the sums required for the sinking-fund. These pro- 
visions of law, setting apart the customs as a special fund and perma- 
nently appropriating them to the sinking fund, certainly are not affected 
by this provision of the resumption law, appropriating '' any money in 
the Treasury not otherwise appropriated." 

Secretary Sherman. I think it is ; the words " surplus revenue " are 
not in it. That has always been construed to mean that sum of money 
which has been left after paying current expenses. 

Mr. EwiNO. You mean always since the passage of the resumption 
law? 

Secretary Sherman. I never saw that questioned. At all events, it 
was so held and acted upon when Mr. Bristow failed to make good the 
$16,305,421 of the sinking-fund. 

Mr. EwiNa. It was so held by the Secretary ? 

Secretary Sherman. Yes, sir ; and was never questioned by Con- 
gress. 

Mr. EwiNa. The subject may not have been looked into. 

Secretary Sherman. That may be. As a matter of course, if Con- 
gress was to say that we should invest the sinking-fund prior to and 
as against all appropriations made by Congress, it would leave a defi- 
ciency at once. 

Mr. EwiNa. Congress has said it. 

Secretary Sherman. I do not think that the fair construction. Still, 
that is a question for Congress and not for the Secretary. 

Mr. EwiNa. The section from the Revised Statutes which I have 
read sets apart the duties on imported goods as a special fund for those 
two objects. A certain and permanent appropriation of the customs as 
a special fund cannot reasonably be held to have been repealed or 
modified by this clause, which is usual to all laws — " out of any money 
in the Treasury not otherwise appropriated ; '' that is a common phrase 
in all statutes making appropriations. 

Secretary Sherman. Look at the practical question. Would you 
have had Secretary Bristow, who met this diflBLculty in the first instance, 
refuse to pay the ordinary drafts for the expenses of the government 
to the extent of $16,000,000. 

Mr. Ewing. I would have had him execute the law, and most cer- 
tainly and most especially I would not consent to the proposition that 
the resumption act overrides all the laws that preceded- it, nor that the 
importance of resumption is so exigent and overwhelming, as that the 
permanent appropriations may be disregarded by the Executive in order 
to carry it into effect. 

Secretary Sherman. All this you speak of occurred before the re- 
sumption law was passed. This very question about the application of 
the sinking-fund occurred June 30, 1874, and the resumption act was 
passed in 1875. 

Mr. Ewma. You are speaking of Mr. Bristow's interpretation? 

Secretary Sherman. And Mr. Morrill's. 

Mr. EwiNa. Not Mr. MorrilPs. The resumption law passed before 
Mr. Morrill became Secretary. 

Secretary Sherman. Yes 5 but, at all events, that question was de- 
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termined by the departmeDt and was acquiesced in certainly by Con- 
gress, and rightly acquiesced in. I certainly take my share of the fault, 
if there is anything wrong in it, for I was then in Congress, of acqui- 
escing in the construction that the ordinary expenses of the govern- 
ment must be paid before the sinking-fund is attended to, and that if 
there is any deficiency, it must fall on the sinking-fund. 

Mr. EwiNG. But what warrant can there be for a ruling that this gen- 
eral power to provide for resumption by using "any money in the Treas- 
ury not otherwise appropriated" shall override the permanent appro- 
priation of receipts from customs as a special fund to pay interest on 
the public debt and to keep up the sinking-fund. 

Secretary Sherman. The answer to that is, that the resumption act 
expressly authorizes the use of the surplus revenue and the proceeds of 
bonds to carry the resumption act into effect; and you will see that the 
resumption act has been carried into effect thus far by the sale of bonds 
even in the purchase of the silver bullion in the first instance. Mr. 
Bristow sold $15,000,000 of five per cent, bonds and used the proceeds 
of those bonds in the purchase of silver bullion, and so all that I did 
under the resumption a«t was done by the sale of bonds. 

Mr. EwiNa. There has been this year applied to the sinking-fund 
$3,000,000 of fractional currency ? 

Secretary Sherman. Yes; and I do not know how many United 
States notes. We have redeemed largely United States notes. Last 
month we redeemed $700,000. All that goes into the sinking-fund. 

Mr. EwiNG. Why 1 

Secretary Sherman. Because it is a part of the debt which is re- 
deemed under the operation of law. 

Mr. EwiNa. The sinking-fund section (3694) which I have cited con- 
templates the purchase of bonds. 

Secretary Sherman. Not necessarily. 

Mr. EvriNa. I think it does. 

Secretary Sherman. United States notes are a portion of the public 
debt. 

Mr. EwiNG. I think that the sinking-fund act clearly contemplates 
the purchase of bonds only. The expression '' one per cent, of the en> 
tire debt," simply means the mode of ascertaining the amount to be 
purchased. It further provides, "and interest on the debt so pur- 
chased.'' 

Secretary Sherman. That is the computation of interest on the 
amount of debt as paid. 

Mr. EwiNO. How do you feompute interest on legal-tender notes! 

Secretary Sherman. Probably at the current rate at which bonds are 
sold. I would not be able to tell you the exact rate last year, but the 
rule, I think, has been to compute the interest at the rate at which bond» 
were sold. Here is the computation. [Eeferring to it.j Page 18, Fi- 
nance Eeport. I see that it is computed at 6 per cent. 

Mr. EwiNa. Was there no redemption of bonds in 1876 for the sink- 
ing-fund f 

Secretary Sherman. Yes, a small amount. 

Mr. EwiNG. This resumption law does not expressly provide that the 
legal-tender notes redeemed under it (80 per cent, of the issue of bank 
notes) shall be destroyed. They may be hereafter authorized to be re- 
issued. 

Secretary Sherman. These words in the act, "until the amount out- 
standing shall be $300,000,000 of such legal-tender notes and no more,'^ 
were held to mean a permanent retirement of notes in excess of that 
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amount. If I ever had aoy doubt about that, it was removed by the 
passage of the Revised Statutes, which re-enacts the old law about the 
reissue of United States notes. From that, taken with the resumption 
act, it seems plain that, after the reduction of greenbacks to $300,000,000 
had been reached « they may be reissued. The act provides that the 
reduction shall go on until the amount is reduced to $300,000,000 and 
no more. 

Mr. EwiNG. I find, according to the Finance Report of 1876, a defi- 
ciency in the sinking-fund for that year of $9,225,000. 
Secretary Sherman. That is correct. 

Mr. EwiNG. And for 1876 a deficiency of $1,143,000 ; for 1875 a de- 
ficiency of $5,596,000 ; and for 1874 a deficiency of $16,305,000 5 making 
the total deficiency $32,670,000. 
Secretary Sherman. I suppose that is correct. 

Mr. EwiNG. If the gold received from the revenue had been applied 
as this permanent appropriation requires, your stock of gold would be 
pretty largely reduced. 

Secretary Sherman. Yes; and if the amount of money which had been^ 
applied to the sinking-fund before the panic of 1873, in excess of tbe 
amount required by law, had been set apart for a resumption-fund, we 
would have been at specie payments long ago, and that is what ought to^ 
have been done, in my judgment; but there is no use in "crying over 
spilled milk." 

Mr. EwiNG. I understand that you feel at liberty under the usa^re to 
neglect any application to the sinking-fund at all if the purposes of the 
resumption law require it. 

Secretary Sherman. !N^o ; I feel bound to do this : to apply the actual 
surplus revenue to the sinking-fund ; and that has been done. But 
when there is not sufficient surplus revenue to pay the sinking-fund, 
I would* let the defitcit fall on the sinking-fund. That is the way we 
have done. 
Mr. EwiNG. And it has made a deficit in four years of $32,000,000. 
Secretary Sherman. That is, the Government of the United States 
has failed to keep up the sinking-fund to that amount for the last four 
years. 

Mr. EwiNG. And you do not feel required to apply any gold received 
from customs to the purchase of bonds for tbe sinking fund f 
Secretary Sherman. Except to the extent of the surplus revenue. 
Mr. EwiNa. Even then you feel justified in paying the sinking-fund 
in legal-tenders instead of in bonds. 

Secretary Sherman. Yes ; that is the construction put upon the law. 
We have a right to count the legal-tenders and fractional currency re> 
turned under the operations of the law as so much debt paid. We do 
not retire any legal-tenders under any circumstances except in conse- 
quence of the issue of the national-bank notes ; but when legal-tender 
notes are retired in that way, we count them as so much debt paid, and 
we credit them to the sinking-fund. 

Mr. BwiNa. And your construction of the statute is that the debt can- 
celed must not necessarily be a bonded debt. 
Secretary Sherman. That is the construction. 
Mr. BwiNG. But that it may be a debt bearing no interest ? 
Secretary Sherman. Yes, sir. 

Mr. EwiNO. And the Secretary of the Treasury is at liberty to fix the 
rate of interest on it? 
Secretary Sherman. No ; I do not wish to answer that in the affirm- 
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ative, because my impression was that the interest was counted at the 
current rate. I have never had occasion yet to fix the interest. 

Mr. EwiNa. In your statement to the Finance Committee of the Sen- 
ate as to the preparation the national banks have made for resumption, 
you have given the banks' statement, showing the amount of gold held 
by them on December 28, 1877, as $5,506,556. 

Secretary Shebman. That is the amount held by the New York City 
banks alone. 

Mr. EwiNG. Ko ; that is the amount held by all the national banks. 
All the national banks of the United States held $5^506,000 of gold coin 
on the 28th of December last. 

Secretary Sherman. The banks have gold-certificates, however. They 
own that gold in the Treasury, and we do not count it as ours at all. 

Mr. EwiNG. Is it counted in the $125,000,000 1 

Secretary Sherman. Tes. The amount of the specie of the banks, 
including gold certificates, was, on the 28th of December, 1877, 
$32,907,750. That was the amount of coin and gold-certificates held 
by the national banks ; but that amount is largely increased now. (See 
Appendix No. 6.) 

Mr. EwiNG. Outside of the Treasury there is, it appears, $5,506,556 
of gold in the banks. Do you think the actual gold coin in the banks 
has largely increased since then ? 

Secretary Sherman. I do not know about that ; I think it has. There 
is an increase in the commercial cities ; but I do not like to speak posi- 
tively upon that point, because in a day or two you will have the actual 
returns from all those banks. 

Mr. EwiNG. Adding the certificates held by the banks, $23,000,000, 
to the $5,000,000 of gold coin, you get the extent of their preparation 
for resumption. 

Secretary Sherman. Yes, sir. 

Mr. BwiNa. Unless you count the fractional silver coin as a redemp- 
tion-fund, which it seems to me it is not. 

Secretary Sherman. The amount of gold held by the New York banks 
alone, including gold-certificates, is $5,000,000 more today than the 
whole gold and silver coin in all the banks of the United States in 
December last. 
• Mr. Ewma. Including gold-certificates ? 

Secretary Sherman. Yes, including certificates. The amount is 
$37,452,000, or $5,000,000 more than the whole amount in all the banks 
in the United States in December last. Now, as to how much gold has 
increased in the other banks 1 cannot say, but we will have the returns 
in a day or two, and perhaps in time to attach to this statement. 

•^Mr. BwiNG. Probably $40,000,000 of gold coin and certificates to- 
gether will represent tlie preparation of the national banks for resump- 
tion. 

Secretary Sherman. It is more than that. The increase in the New 
York national banks alone from December to March was $13,000,000. 
All the great body of these coin-certiticates is held by banks and bank- 
ers. 

Mr. Ewing. Do you think the aggregate of gold coin and certificates 
in the hands of the national banks would run up to $45,000,000 ! 

Secretary Sherman. I should think so. 

Mr. Ewing. That $45,000,000, assumed to be held by the national 
banks and whatever amount you have in the Treasury belonging to the 
United States applicable to resumption, represents the whole prepara- 
tion for the redemption of the $647,000,000 of paper money ? 



Digitized by 



Googk 



RESUMPTION OF SPECIE PAYMENTS. 27 

Secretary Shebman. So far as the national banks are concerned, they 
have euormoas resources. They are only bound to redeem their notes 
in United States notes, of which they have $70,000,000 on hand ; they 
have also cash resources of various kinds, as shown by this table, and 
very large ones. They have surplus profits to the amount of $173,000,000 
over and above their capital stock. They have resources which will 
enable them to redeem in United States notes with great facility. 

Mr. EwiNa. Their surplus profits are invested largely in buildings. 

Secretary Sherman. They have invested largely in United States 
bonds. They have United St-ates bonds on hand to the amount of nearly 
four hundred millions of dollars. They have $343,000,000 to secure their 
currency. Then they have bonds to secure deposits ; and they have 
other United States bonds on band ; and they have very large cash 
funds. As a matter of course they have also very large loans and dis- 
counts, and they are liable to their depositors to a very large sum. But 
they have ample cash resources. 

Mr. EwiNG. But I am speaking of the amount of gold and silver they 
have for resumption. 

Secretary Sherman. The banks do not have to redeem any notes in 
gold ; they redeem in United States notes. 

Mr. EwiNG. After all, the problem is to float $647,000,003 of paper 
money redeemable in coin. 

Secretary Sherman. Yes. 

Mr. EwiNG. Now, is not the drain upon the government practically 
the same to the extent of the aggregatt^ of the greenback circulation 
($348,000,000) as though the entire circulation were money t 

Secretary Sherman. I say no, emphatically r and all experience in 
other systems ot* banks would also say no. The truth is, the Govern- 
ment of the United States has nothing to do with the banks any more 
than it has to do with the other corporations and merchants of the 
country. The banks are as separate and distinct corporations as they can 
possibly be made. The United States has got to redeem $348,000,000 
of legal-tender notes, or to make them at par with coin. You recollect 
what I said before, that we have seventy millions undisputed money in 
coin. 

Mr. EwiNG. I beg leave to say that I regard the statement as incor- 
rect. 

Secretary Sherman. Let me go on. We have seventy millions of 
coin, and then we have seventy millions of currency in our possession, 
some of which at least belongs to us, and none of which is likely to be 
called for, unless it may be a portion of the certificates ot deposit, 
amounting together to $26,000,000. Then we have these obligations on 
the part of the banks, which are not fictitious persons but strong corpS- 
rations. They hold at least seventy millions in our notes and forty mil- 
lions of gold or gold certificates in their vaults as a reserve at all times. 
Their notes are absolutely secured by United States bonds, so that if 
you take that into consideration it is very feasy for us to resume. And 
then you must remember that the body of our notes is in circulation all 
over this broad country, scattered everywhere from one end of the land 
to the other. Now, is it likely tbat these notes are going to be rushed 
in for payment of them in coin ? 

Mr. EwiNG. I think it is. 

Secretary Sherman. I say no ; you have no confidence. 

Mr. BwiNGr. 1 have met very few who have confidence. 

Secretary Sherman. I say that if you strengthen this reserve from 
seventy millions to from one hundred and twenty millions to one hun- 
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(Ired and fifty millions, with power in the Secretary of the Treasury 
to sell bonds if necessary, and with power to reissue greenbacks, there 
is no danger of breaking the government. I do not think that anyBody 
desires that. Everybody will be glad that the contest is over. Let us 
look out for ourselves and let the banks look out for themselves. The 
banks are not interested in running in our ndtes to get coin for them to 
embarrass na. On the contrary, these legal tender notes are their money, 
and as. long as they have them, they cannot be broken. Their notes are 
payable in our notes, and if they keep a strong reserve of our notes 
(and they will be interested in keeping a strong reserve), they give us 
aid practically by giving employment to our notes. There is no motive 
for them (unless there be a fear that we are not able to pay) to rush in 
and demand payment of our notes in coin. Now I can see very well 
that if we had a reserve of $180,000,000 of coin, with no demand 
liabilities whatever except for those legal tender notes, we can maintain 
those notes at par in coin — scattered as they are over this country. It 
seems to me that there is no difficulty about it. 

Mr. EwiNa. My question was this : Whether the general government, 
to the extent of its whole paper circulation outstan^ling, must not re- 
spond to the demands of the holders of the $647,000,000 of paper cur- 
rency for conversion into coin ? 

Secretary Sherman. The government is bound to respond, to the ex- 
tent of the amount of United States notes outstanding, but not one step 
faither. 

Mr. Ewing. Of course not. 

Secretary Sherman. Very well. That is only $300,000,000. It is just 
as if Great Britain was behind that $300,000,000 of bank-notes — a sepa- 
rate and distinct power. We are under no obligation to redeem the 
national-bank notes. On the contrary the banks are under obligation 
to redeem their own notes in our notes, and we hold ample security for 
that. Anybody can present a national-bank note at the Treasury,' and 
the Treasury is ready to redeem it, having a deposit of 5 per cent, which 
the banks must keep good to redeem national- bank notes. The banks 
are obliged to redeem their own notes, and they are therefore desirous 
to get our notes. 

Mr. EwiNG. Suppose that through lack of confidence in your ability 
to maintain resumption, with the small accumulation of gold that you 
can obtain, there should be a demand for fifty millions of coin in any 
one month in New York. It makes no difference whether the demand 
is made on the banks for legal-tenders, and then the legal-tenders be 
sent to the Treasury for redemption, or whether the demand is directly 
on the Treasury, you have got to respond to the whole of that demand, 
and the gold has got to come out of the Treasury, because the banks 
have practically none in their vaults. 

Secretary Sherman. It is scarcely a supposable proposition that you 
put to me that they could gather together in one mass an amount of legal- 
tender notes to break the Treasury if this reserve is anything like what I 
say. You can see as a matter of course that there are times when the 
Bank of England could not meet a demand for 25,000,000 pounds sterling 
in gold for bank notes. Perhaps attimes the demand for half that amount 
would break it. But actual experiment shows that such a thing is prac 
tically impossible. Theidea of accumulating $75,000,000 or $100,000,000 
of United States notes and carrying them to the Treasury in the course 
of a month is practically impossible. The commencement of such a 
scheme as that would make legal-tender notes so scarce that it would be 
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impossible to get them, and the very scarcity would increase their value 
so that they would be equal to coin. 

Mr. EwiNG. They could very readily present at least their coin cer- 
tificates for redemption. 

Secretary Sherman. Where are they ! Scatteretl all over the coun- 
try. The whole amount of money, including currency certificates in the 
city of New York, which is the gteat commercial deposit of the country, 
is only twenty million dollars, and they never get more than that. 
That is the amount of the aggregate. If they gathered every note and 
every certificate in all the national banks of New York, they would 
amount to twenty millions of dollars ; and is it to be supposed that they 
would do that I tTnless you maintain that we require to have as much 
gold on hand as there is paper money outstanding before we can have 
resumption, I do not see any difficulty about it. 

Mr. EwiNG. Did I understand you to say that a demand for half of 
twenty-five million pounds sterling on the Bank of England would break 
the bank ! 

Secretary Sherman. I do not know how much the reserve of the 
Bank of England is now, but the Bank of England, like all banks, owes 
vast amounts of demand liabilities besides its notes. It holds the de- 
posits of England. Every banking house in England, almost, has an 
account in the Bank of England; and therefore the danger which threat- 
ens the Bank of England would be the calling in of the deposits, and if 
notes to the amount of ten million pounds sterling were presented, in 
addition to the call of depositors, there would be such a draft upon the 
resources of the bank that the bank would have to suspend. But the 
advantage of our government now is that we have no demand liabilities 
cot covered by actual money on hand. These national banks have six 
hundred million dollars due to depositors on call, but they have facilities 
to meet that liability. The strength of the United States Government 
is so much the greater from the fact that it owes nothing but these 
notes. 

Mr. EwiNG. The gold coin and bullion of the Bank of England was, 
in December, 1877, one hundred and twenty seven million dollars, and 
its entire circulation one hundred and thirty-three millions, so that it 
-could pay its notes almost dollar for dollar. 

Secretary Sherman. Yes ; but add one hundred and twenty millions 
more that the bank is^ liable to be drawn upon for its deposits. How 
much does the bank owe its depositors ? 

Mr. Ewma. One hundred and thirty-one million dollars. 

Secretary Sherman. There is the danger. The call on the deposits 
might break it down. 

Mr. BwiNG. Yet you do not seem afraid of the call of over six hundrefl 
millions of deposits of the national banks. 

Secretary Sherman. I say that the national banks have ample re- 
sources in currency and United States bonds. 

Mr. BwiNG. To pay the six hundred millions of deposits and to keep 
afloat three hundred and twenty millions of currency ? 

Secretary Sherman. They cannot do it in a day, because it is not 
possible for the depositors to draw out their deposits in a day. 

Mr. BwiNG. But contrast their situation with the situation of the 
Bank of England* The Bank of England has in circulation and deposits 
•combined two hundred and sixty-six millions of dollars, and it has one 
hundred and twenty millions of coin against its circulation and deposits. 
Our national banks would have nine hundred and twenty millions of 
^deposits and circulation, and have probably forty five millions of coin to 
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meet that ; and yet you think that oar national banks are in first-rate 
condition as compared with tbe Bank of England. 

Secretary Sherman. You do not draw the distinction between onr 
national banks and the Bank of England. Tbe Bank of England occa- 
pies somewhat the position of our national government. Bnt compare 
our situation with the Bank of England, and we are better off to-day. 

Mr. EwiNG. You mean the Government of the United States ? 

Secretary Sherman. Yes. Let me give you the reason why. We 
have on hand one hundred and thirty-four miUions of gold and silver ; 
we have got seventy millions of paper money ; which makes two hundred 
and fonr millions cash on hand in our Treasury. 

Mr. EwiNG. You include money belonging to other people ? 

Secretary Sherman. So do you in your statement of the Bank of 
England. 

Mr. EwiNG. This gold belongs to the bank. 

Secretary Sherman. Take the full amount of the demand liabilities 
upon us and add them together, and then take the money which we 
have on hand, and we are in as good a condition as the Bank of En- 
gland. 

Mr. BwiNG. You are counting in the Treasury gold and legal-tenders 
which do not belong to the Treasury. 

Secretary Sherman. No ; that is a mistake. 

Mr. EwiNG. The law expressly sets apart tiie gold on which certifi- 
cates are issued as a special fund to redeem the certificates, so that it 
is not applicable to the redemption of legal-tender notes. 

Secretary Sherman, But take the demand liabilities upon the United 
States and add them all together and then take all the money that we 
have got in the Treasury, and, I repeat, we are in a better conditiori 
than the Bank of England is. 

Mr. Bell. Then your idea is that the question of sustaining resump- 
tion would depend, to a greater or less extent, on the amount of prepa- 
ration on the day of resumption ? 

Secretary Sherman. Yes, sir ; and after. I think we ought to be so 
strong that we can meet any reasonable demand made upon us. 

Mr. EwiNG. The Bank of England has on hand in gold coin and bull- 
ion $120,000,000, and in the banking department $59,000,000 of notes. 

Secretary Sherman. According to that the Bank of England has 
got $179,000,000 with which to pay $266,000,000. The total amount of 
demand liabilities on us is $407,000,000, and the total amount of coin 
and currency on hand $208,000,000. Add to that such an additional 
reserve as I propose to accumulate of $50,000,000, and it would make it 
$258,000,000 to meet $407,000,000, which is just about the proportion, 
according to the figures you give me, of $179,000,000, held by the Bank 
of England to meet its liabilities of $266,000,000. The disparity is not 
so great. 

Mr. EwiNa. That is a statement of very little value, because you in- 
clude gold and currency which do not belong to us, and you lump it 
all in together 5 but if you put down your state of coin preparation for 
the obligations, which would be a coin demand after the 1st of January, 
1879, you do not stand as favorably as the Bank of England. 

Secretary Sherman. Considering that we have no demand liabili- 
ties except legal-tender notes, which have a pretty general circulation, 
I think that our condition on these ^gures is better than that of the 
Bank of England. Its liabihties are demand liabilities. 

Mr. EwiNG. Will the reissue of legal-tender notes help you to main- 
tain resumption ? 
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Secretary Sherman. Yes; to have the powder to reissue them; for if 
the greeubacks can be retained at par, and we can reissue them, it will 
save us from issuing bonds. We would only reissue greenbacks in 
exchange for coin or its equivalent. We would reissue them in pay- 
ment of coin interest, but as a matter of course we could not reissue 
them unless they were equal to coin, just as the Bank of Ikigland would 
not issue a single note unless it was worth gold. We go on the suppo- 
sition that the legal-tenders are on par with gold. 

Mr. EwiNG. You have just now indicated a possibility of their not 
being at par with gold. 
K Secretary Sherman. No, sir. 

Mr. EwiNG. You threw in the " if." 

Secretary Sherman. The very moment you diminish the supply of 
greenbacks you bring them up to par again. 

Mr. Ewing. And your idea of reissuing greenbacks would be only to 
reissue them in exchange for coin ? 

Secretary Sherman. Or as a substitute for coin — to reissue them 
when they are at par with coin. 

Mr. EwiNG. And you would reissue them for the purpose of increasing 
your coin supply ? 

Secretary Sherman. Yes, sir; practically. The public would be very 
willing to take the greenbacks if they were at par with coin, and as a 
matter of course they would be substitutes for coin. 

The Chairman. Do you not think we could make them so if they 
were made receivable for four per cent, bonds ? 

Secretary Sherman. That is to be tried. I want to sell four per 
cent, bonds if I can. Whether, on actual experiment, four per cent, in- 
terest is enough in this country to induce the sale of bonds, Mr. Low 
and Mr. Chittenden can judge better than I. 

Adjourned to Thursday morning, April 4, 1878, at half past ten o'clock. 



Thursday, April 4, 1878. 

Present, Mr. Buckner, chairman, Messrs. Bwing, Hardenbergh, Hart- 
zell. Bell, Eames, Chittenden, Fort, and Phillips ; the Hon. John Sher- 
man, Secretary of the Treasury. 

Mr. BwiNa. I ask your attention to a comparison of the condition of 
the Treasury for resumption with the condition of the Bank of England 
in 1819 and now, with the Bank of France this year, and with the 
banks of the United States in 1857 and 1861. 

Secretary Sherman. When I said the other day that I thought the 
condition of the Treasury on the 1st of January next would be as good 
as the Bank of England, 1 had not then before me the actual figures or 
tables, but only spoke from a general knowledge of the facts. Since 
then I have given the matter ^ good deal of attention, and I have got 
some carefully-prepared tables, founded upon late information, giving 
the exact comparison of the condition of the Bank of England, the 
Bank of France, the Bank of Germany, the Bank of Belgium, the 
national banks, and the Treasury. These tables will show that pretty 
accurately. 

[Secretary Sherman handed the tables to the committee, and they are 
printed in the appendix. The latest statement of the condition of these 
banks is found in the London Economist of February 23, 1878, and the 
older statements are found in McGulloch's Dictionary, a standard 
authority on the subject, on page 117.] 
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Mr. EwiNG. I see you have given the figures of the Bank of Prance 
in i>ounds sterliug. 

Secretary Sherman. Yes ; they are reduced to pounds sterling. I 
ought to say, explanatory of the statement which I have submitted, 
that there are two modes of making up the accounts of the Bank of 
England ; one by dividing them into the bank department and the issue 
department, while the other is the consolidated statement. 

Mr. EwiNG. How does this statement give it t 

Secretary Sherman. It gives the consolidated statement — what is 
called the old form. The consolidated statement is but a combination 
of the two departments. 

Mr. EwiNG. Still the consolidated statement charges to the bank the 
reserve on hand, does it not t 

Secretary Sherman. If there is any material difference ; perhaps I 
had better put it in both forms, because the Economist gives it in both 
ways. I will give here the table from the Economist : 



ISSUE DEPARTMENT. 



Notes issued £38,698,020 



38,698,020 



Government debt £11,015,100 

Other securities 3, 984, 900 

Gold coin and buHion 23, ^8, 020 



38,698,020 



BANKING DEPARTMENT. 



Proprietors^ capital £ 14, 553, 000 

Rest 3,414,161 

Public deposits, including ex- 
chequer, savings banks, 
commissionei-s of national 
debt, and dividend ac- 
counts 6,524,776 

Other deposits 21, 529, 721 

Seven-day and other bills. . . 255, 619 



Dated February 21, 1878. 



46,277,277 



Govemmen t securities £ 15, 203, 201 

Other securities 17,672,338 

Notes 12,368,965 

Gold and silver coin 1, 032, 773 



46,277,277 



THE OLD FORM. 



F. MAY, 

Chiejf Cashier, 



The above bank-accounts would, if made out in the old form, present the following 
results : 



Assets. 

Securities £33,322,539 

Gold and bullion 24, 730, 793 



58,053,332 



Liabilities, 

Circulation (including bank 

post-bills) £26,584.674 

Public deposits 6,524,776 

Private deposits 21, 529, 721 

54, 639, 17L 

The balance of assets above liabilities being £3,414,161, as stated in the above ac- 
count under the head *♦ Rest." 

Now, in regard to the United States, I have a statement here showing 
the apparent and probable condition of the United States Treasury on 
April 1, 1878, and on the Ist of January next. The only difference ia 
these statement is that I add to the present condition of the Treasury 
the proposed accumulation of fifty millions of coin and a substantial 
payment before that of the fractional currency. I think it will be prac- 
tically redeemed before that time. The actual results show the amount 
of demand liabilities on April 1, 1878, against the United States as' 
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$460,527,374, and thej' show the demand resources including coin and 
currency, at $174,324,459, making the percentage of resources to liabili- 
ties 37. Qb show the probable condition of the Treasury on the first of 
January, 1879, 1 add the fifty millions of coin and I taka off the frac- 
tional currency, and deduct estimated United States notes lost and 
destroyed, leaving the other items about the same. That would show 
an aggregate of probable liabilities of $435,098,400 and probable cash 
resources of $224,324,459, making 51 per cent, of the demand liabili- 
ties. The ratio of the Bank of England, at this time, is 45 per cent. ; 
the ratio of the Bank of France is 65 per cent. ; the ratio of the Bank 
of Germany is 58 per cent. ; and the ratio of the Bank of Belgium is 25 
per cent., all based upon the same figures. (See Appendices 7 and 8.) 

Mr. EwiNG. Does not this statement charge to the Bank of England 
the unissued notes ? 

Secretary Sherman. No, sir; not at all. The notes on hand in the 
banking department are deducted from the notes issued, so that the cir- 
culation in the consolidated statement shows an aggregate of £26,584,074. 

Mr. EwiNa. Does that include the amount of notes issued ? 

Secretary Sherman. No, sir; the total amount of circulation as shown 
by the issue department, is £38,698,020 ; but there is in the banking de- 
partment some twelve millions of pounds. This statement deducts the 
notes on hand from the notes issued (which is proper), and gives the 
actual notes to be provided for at £26,584,674. 

Mr. EwiNG. Is there not some error about that ? 

Secretary Sherman. Neither you nor I want to fall into any error 
about this ; but my understanding is, that the whole amount of notes 
of the Bank of England issued by the issue department is £38,698,020; 
but the banking department has on hand £12,368,965, and in stating 
Xhe amount of notes outstanding, they deduct that twelve millions from 
the thirty-eight millions, which ought to be done, because the twelve 
millions really belong to the Bank of England. Now, in stating ours 
we have done it differently. We have given the full aggregate without 
deducting the notes on hand, so that the account is more favorable to 
the Bank of England as thus stated than it is to us. If I am mistaken 
about this, I shall be very glad indeed to have you point it out, but I 
think I am not, because I have looked very carefully into it. 

In regard to the national banks, here are some statements which 
are interesting to me and which were prepared in consequence of 
our interview the other day. I think they will be interesting to the 
committee. The first paper contains the circulation and deposits and 
specie of the State banks in 1857 and 1860, as compiled from state- 
ments in the Finance Report of 1876, pages 204 and 205. The next paper 
contains the circulation, deposits, and cash reserve of the national banks* 
on the 28th day of December, 1877. The latest statement of the banks 
I cannot give you, because it is not yet made up. It was made in March 
last, and the returns are not fully in. This statement shows a general 
demand liability of $960,816,052, and it shows a total cash reserve of 
$145,019,338. The ratio of legal-tender funds to the amount of circula- 
tion is 48.4 per cent. The ratio of legal-tender funds to circulation and 
deposits is 15.1 per cent. The next paper exhibits the circulation, de- 
posits, and cash resources of the national banks on December 28, 1877, 
on a different basis, counting the amount of national bonds owned by 
the banks and deposited with the Treasurer as money. This other 
table excludes them entirely. This gives the same figures, but counting 
the bonds at their nominal par as money, it shows this result : Total 
amount of liabilities $960,816,052, and total amount of cash resources 
H. Mis. 62 3 



Digitized by 



Googk 



34 RRSUMPTION OP SPECIE 'PAYMENTS. 

(including four hundred and five millions of bonds) at $550,201,055. 
The ratio of cash resources to circulation is 183 per cent, and the ratio 
of cash resources to circulation and deposits is 57 per cent. (8ee Ap- 
pendix "No. 6.) 

Mr. BwmG. Do you think that the bonds can be counted as cash I 

Secretary Sherman. Yes; the bonds are all worth par or above in 
gold. 

The Chairman. The other cash held by the banks is legal-tender 
notes ? 

Secretary Sherman. Yes, and coin. 

Mr. BwiNG. Do you think it safe to count these bonds as gold t Is 
it possible to convert them into gold ? 

Secretary Sherman. O, yes. 

Mr. EwiNa. That is, the banks can sell over four hundred millions of 
bonds and get gold for them f 

Secretary Sherman. Probably not to-day or in a moment. 

Mr. EwiNG-. At any time can the national banks accumulate four 
hundred millions of gold by sale of their bonds t 

Secretary Sherman. Not in a day. 

Mr. EwiNG. Or in a yeart 

Secretary Sherman. O, yes. I sold last year (within the year) of 4^ 
per cent, and 4 per cent, bonds two hundred and seventy-five millioa 
dollars. 

Mr. EwiNG. How much gold did you get for them I 

Secretary Sherman. Sixty or seventy millions of gold and the bal- 
ance I paid for six per cent, bonds. 

Mr. EwiNG. They were practically funded in other bonds. But I 
want to know now if you make up that table on the theory that these 
four hundred millions of bonds can bei turned into gold for the purpose 
of resumption I 

Secretary Sherman. I make up my statement on the theory that four 
hundred millions of bonds will more than pay four hundred millions of 
bank-notes at any time, such bonds as the banks hold, and that, if that 
is not so, we are bankrupt. I just give you this statement. Here, also, 
is an abstract of. reports made to the Comptroller of the Currency, be- 
cause these tables are taken from it. (See Appendix No. 6.) niii'mm,^" 

Mr. EwiNG. Here is a consolidated statement which 1 have prepared, 
and to which I wish to call your attention. 
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Secretary Sherman [examining the paper]. Your currency outstand- 
ing of the Bank of England is about what I have got it, about twenty- 
six million pounds; but yours is made up only to December, 1877, and 
mine is made. up to February. I have no doubt that you have got this 
correct. There is no trouble about these figures, although wc may some- 
times look at them a little differently. 

Mr. EwiNa. I cannot get the deposits in the English country banks. 

Secretary Sherman. Thegreatliabilityof the Bank of England is the 
deposits. I have no doubt that this table is substantially taken from 
the same authority, and I should like to have it go into the report of the 
conference as yours. 

Mr. EwiNa. I wish you to state the probable amount of gold and silver, 
not including subsidiary coin, in the United States, outside of national 
banks and of the Treasury, and where it is or supposed to be. 

Secretary Sherman. I am like you and like everybody else as to my 
knowledge on that subject. I have to depend upon the iuformatioa 
from the Director of the Mint for it, and I can only give it to you as he 
gives it. This table here [handing it to the committee] gives that in- 
'formation from the best lights I can get, and I am inclined to think on 
the whole that it is about right, but I give it as the statement of the 
Director of the Mint, for I have no knowledge outside of that which I get 
from him and from the oflBcial documents. 

[The paper, being an estimate of the amount of gold and silver bullioa 
and coin in the United States on April 1, 1878, is published in the ap- 
pendix No. 9, giving the total at $199,490,753 of gold and $65,500,000 of 
silver, making an aggregate in gold and silver of $264,000,000.] 

Secretary Sherman. That statement is not only concurred in by Dr. 
Lindermaii, who has mainly prepared it, but it has been carefully exam- 
ined by other officers of the Treasury Department who are familiar with 
the matter. 

Mr. EwiNa. Have you with you the report of the sinking fund ? 

Secretary Sherman. In my report I refer to the sinking fund. I say: 

" In the last annual report my predecessor stated that had the re- 
sources of the Treasury during each fiscal year, commencing with 1862, 
been sufficient to make a literal compliance with the conditions of the 
sinking-fund law practicable, a total of $433,848,215 would have beeu 
applied to that fund July 1, 1876 ; whereas the actual reduction of the 
debt, including accrued interest, less cash in the Treasury at that date, 
amounted to $658,992,226,'' or $220,954,459 in excess of the amount re- 
quired by law to be provided for that fund. • The details of the fund are 
given on pages 19-20 of my report. 

Here is a table showing the excess or deficiency p'aced each year in 
the sinking fund since 1869 : 

Exeeas or deficiency placed each year in sinking fund since 1869. 





Excess. 


Deficiency. 


Difference. 


1869 


1672, 020 23 






1870 


1744,711 80 
257, 474 32 




1871 






1872 


2, 823, P9l 46 
1, 451, 588 95 




1873 






1874 


16,305.421 96 
5, 996, 039 62 
1, 143, 769 82 
9, 225, 146 63 




1875 ." 




1876 ' i 




1877 r\"*-."*"" !'!'!! 












4, 947, 500 64 


33. 672, 564 15 






_ 


a 


#28,725,063 51 
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Here is also a table showing the 
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Monthly redemptions of legal tenders and fractional currency dunng the current fiscal year, 
to he applied to the sinking fund. 



July, 1877 

August, 1877 

September, 1877 , 

October. 1877 

November, 1877 

December, 1877 

January, 1878 , 

February, 1878 

March, 1878 

Total for 1878 

Amount applied to the sinking fund during the fiscal year 1876 
Amount applied to the sinking fund during the fiscal year 1877 

Total 



Legal tenders. 


Fractional cur- 
rency. 


1670. 112 


$618, 801 45 


1,118,056 


612,221 50 


1,061,232 


385, 472 12 


2, 424, 040 


434, 067 61 


3, 150. 604 


309, 554 14 


1, 396, 512 


278,911 62 


833,352 


292, 189 18 


492, 400 


2P1, 221 58 


769, 312 


240, 582 52 


11, M15. 620 


3, 453, 021 72 


5, 999, 296 


7, 062, 142 09 


10, 007, 952 


14, 043, 458 05 


27, 922, 868 


24, 558, 621 86 



Now I want to show you also that the surplus revenue has not been 
equal to the sinking fund since 1874 ; but actually tliere has been more 
applied to the sinking fund than the surplus revenue during those years. 

My report of December 3, 1877, will show the exact application of • 
the amount. The amount of the surplus revenue is stated there at 
$30,340,577, which was applied as follows: 

To the redemption of United States notes, &c 1 . . . |10, 071, 617 

To the redemption of fractional currency 14, 043, 458 

To the redemption of 6 per cent, bonds for the sinking fund 447, 500 

To increase of cash balance in the Treasury 5, 778} 002 

30,340,577 , 

That $5,778,002 has never been applied. 

Mr. EwiNG. Is that thirty millions the sum of the sinking fund *? 

Secretary Sherman. It is the sum of the surplus revenue, the total 
revenue over expenditures. So that that five, millions has not been ap- 
plied. 

Mr. Ewma. Where do you expect to get the additional fifty millions 
of gold by January 1, 1879 ? 

Secretary Sherman. You must see that for me to state too closely 
i;?hat I propose to do might prevent me from doing what I expect to do, 
and therefore I will answer your question just as far as I think you will 
say I ought to go. I answer, mainly from the sale of bonds. Indeed, in 
the present condition of the revenue, we cannot expect much help from 
surplus revenue, except so far as that surplus revenue may be applied 
to the payment of greenbacks and to the redemption of fractional cur- 
rency in aid of the sinking fund. To that extent I think we can rely 
npon revenue enough to retire the United States- notes redeemed under 
the resumption act ; so that I would say that we can get the $50,000,000 
of gold additional by the sale of bonds. As to the kind of bonds that I 
would sell, and as to how I would sell them, &c., I ought not to say 
anything on that subject at present, because you ought to allow me as 
an executive officer, in the exercise of a very delicate discretion^ free 
power to act as I think right at the moment, holding me responsible for 
my action afterward. As to what bonds I will sell, or where 1 will sell 
them, or how I will sell them, as that is a discretionary power left with 
the Secretary, I ought not to decide that now, but to decide it as the 
case arises. 



Digitized by 



Googk 



\ 



38 RESUMPTION OF SPECIE PAYMENTS. 

Mr. EwiNa. I understood you to say in your interview with the Sen- 
ate committee that you would have to rely upon the natural currents of 
trade to bring gold from abroad ; that is, that there cannot be a large 
sale of bonds for coin abroad. Is it on a foreign sale that you are rely- 
ing? 

Secretary Sherman. Not at all, but on a sale at home. Perhaps I 
might as well say that if I can get two-thirds of this year's supply of 
gold and silver, it will amount to a good deal more than $50,000,000, so 
that I do not have to go abroad for gold. If we can keep our own gold 
and silver from going abroad, it is more than I want. 

The Chairman. For this $50,000,000 additional I suppose you rely 
to some extent on the coinage of silver ? 

Secretary Sherman. To soipe extent; silver and gold we consider the 
same under the law. 

Mr. EwiNG. Do you expect to pay out the silver dollar coined by you 
for current expenses, or only for coin liabilities, or to hoard it for re- 
sumption *? 

Secretary Sherman. I expect to pay it out now only in exchange for 
gold coin or for silver bullion. I am perfectly free to answer the ques- 
tion fully, because on that point, after consulting with many members 
of both houses, I have made up my mind what the law requires me to 
^do. I propose to issue all the silver dollars that are demanded in ex- 
change for gold coin. That has been going on to some extent ; how far 
I cannot tell. Then I propose to use the silver in payment for silver 
bullion, which I can do at par in gold. I then propose* to buy all the 
rest of the silver bullion which I need under the law with silver coin. 
As a matter of course, in the current course of business, some of that 
silver coin will go into circulation ; how much, I do not know. The 
more, the better for us. But most of it, I take it, will be transferred to 
the Treasury for silver-certificates (that seems to be the idea of the bill), 
and those silver certificates will come into the Treasury in payment of 
duties, and in that way, practically, the silver will belong to the govern- 
ment again. 

Until silver is so abundant that it becomes the acknowledged basis of 
coin transactions, we cannot pay out that silver for the ordinary ex- 
penses of the government, because we have not enough to pay all the 
expenditures in silver ; and if the silver is maintained at par with gold, 
and if the United States notes are below par with gold, we cannot dis- 
criminate in favor of any class of creditors ; we would, therefore, have 
to hold silver at par with gold until we either have enough to pay every- 
thing with it or until the legal-tender notes are practically at par with 
gold and silver. That is a matter over which I have no more control 
than any other citizen. The silver dollars being receivable for duties — 
the law allowing them to be converted into certificates which are receiv- 
able for customs — I must receive them ; and I could not prevent, if I 
tried, the silver from coming into the Treasury, either for silver certifi.- 
cates or payment of duties. As to when I shall commence paying them 
out for the current expenditures of the government or in payment, of 
the interest or principal of the debt I cannot tell ; because that would 
depend upon the equality of the three kinds of currency — gold, silver, 
and paper. I do not know whether I make myself understood, but that 
is the general idea I have in my mind. As a matter of course, it being a 
great discretionary power which you have invested in the office of Sec- 
retary of the Treasury, while I hold the office I will be very careful to 
exercise that power so as to carry out in good faith the law as Congress 
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has passed it, and that law, I thiuk, contemplates that gold, silver, and 
paper shall be all brought on an eqaivalency. 

Mr. EwiNa. Please state in detail the fund in the Treasury, other 
than gold and silver, applicable to resumption, and not covered by 
appropriations. 

Secretary S^ERMAN. It is very small. In round numbers, the $70,- 
000,000 of currency in the Treasury, which is less than the average 
amount so held for the last five years, is subject to the following, viz : 

Spedial fund for redemption of fractional currency $10, 000, 000 

Redemption of notes of national banks "failed," in "liquidation," and 

"reducing circulation" 12,000,000 

Five per cent, redemption fund 9,000,000 

Disbursing officers' balances 13,000,000 

Certificates of deposit issued under act June 8, 1872 26, 000, 000 

So that, you may say, some of those items are ours. First, the item 
of $10,000,000 for the redemption of fractional currency is ours ; then 
the item of $13,000,000, held by disbursing officers, is ours. The two 
redemption funds, one of national banks that have failed, and the other 
in present redemption of national-bank notes (together $21,000,000), 
belong to the banks. We have to hold it, but the amount does riot 
vary much. The certificates of , deposit are less now than usual ; they 
are only $26,000,000. I think that answers your question fully. (See 
Appendix ]^o. 11 as to distribution of currency in the Treasury.) 

Mr. Ewma. No ; what I desire to know is the funds in the Treasury 
other than gold and silver applicable to resumption, and not covered by 
appropriations. 

Secretary Sherman. I do not count any of these as applicable to re- 
sumption. 

Mr. EwiNG. You spoke the other day about $70,000,000 in the Treas- 
ury with which to maintain resumption. 

Mr. Sherman. Not to redeem notes. That $70,000,000 is so much 
money that is almost constantly in our hands, and which cannot be pre- 
sented for redemption. In that view only I spoke of it. 

Mr. BwiNG. You did not speak of it, then, as a fund available for 
use in maintaining resumption ? 

Secretary Sherman. O, not at all ; but as so much money which 
cannot be presented for redemption. 

Mr. EwiNG. Cannot the $26,000,000 of certificates of deposit be pre- 
sented for redemption ? 

Secretary Sherman. Yes ; that much can be ; but it is not likely to 
be. We have got the money to pay for it if it is presented, but it is not 
likely to be. 

Mr. EwiNa. That depends upon the preferences of the holders of the 
certificates. 

Secretary Sherman. Still, I can tell you that it is a great comfort to 
have $70,000,000 where it is not likely to be disturbed. 

The Chairman. You are not liable to be called for it at any day ? 

Secretary Sherman. No, sir. 

Mr. EwiNG. Then I understand that you have no right to use the 
special fund for the redemption of fractional currency ? 

Secretary Sherman. I do not think that we have any right to use any 
of that to redeem notes with, because we must redeem notes with coin ; 
but, having this $10,000,000 on hand, it is ours. 

Mr. Ewma. Is it subject to use ? 

Secretary Sherman. It is pledged in law to redeem the fractional 
currency which is really lost or destroyed. If I have $1,000 belonging. 
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to a man who died without heirs I am pretty likely to fall heir to it 
and that is the case with this special fund for the redemption of frac 
tional currency. 

Mr. EwiNa. What I desire to know is, not what the Treasury migh 
be authorized by additional legislation to do for the purpose of resump 
tion, but the resources of the Treasury under existing laws in legal 
tender notes or bank-notes that may be used in facilitating resumption 
What are the items f 

* Secretary Sherman.'! think that practically none of this fractional 
currency money and none of this money on hand is available for resump 
tion in the sense iji which. you uie the term. It only lessens the burden 
of resumption- to ha\«e the notes where they are not likely to be pre- 
sented. 

Mr. EwiNa. You certainly spoke the other day of this $70,000,000 as 
being a resource. 

Secretary Sherman. I think it is, in this way : It is a resource, because 
it is like the notes of/the Bank of England that are in the issue depart- 
menj;. They do not have to be redeemed, or they are not likely to be 
'redeemed, although they may have been issued. They diminish — to the 
extent that we hold these greenbacks in the Treasury — the amount of 
greesbacks outstanding among the people. 

Mr. EwiNG. What has been the amount of sales of bonds per month 
since the last sales to the syndicate T 

Secretary Sherman. Here it is : 

Suheerijitwns received fojr four per cent bonds per month since the last sales to si/ndioate. 

January, 1878 1 |;2,846,550 

February, lb78 744,200 

March, 1878 1 • 1,445,450 

^ 5,036,200 

Mr. Ewma. Then itf would take four or five months of sales of bonds 
to meet outstanding called bonds ? 

Secretary Sherman. We will prob^ably sell enough this month to meet 
the outstanding called bonds. I think we will be able to sell enoitgli 
to cover ;the deficiency in the last call. I hope within this month to 
make an arrangement to-sell, unless Congress should repeal the resump- 
tion act. I would like Congress to determine that. If it is not repealed 
I would undoubtedly sell, during the present month, a good deal more 
bonds. I would sell all the bonds that I wanted to sell. 

Mr. EwiNa. Four per cent, bonds ? 

Secretary Sherman. That I cannot say. I will do the best I can. I 
would rather sell four per cent, bonds, and hope to do so ; but if I sell 
any other'bonds they Vill be sold at a. premium. I can sell them in the 
market at above par. 

Mr. Ewma. Do ^you think that under existing law the legal-tender 
notes redeemed will be subject to be paid out as other funds returned 
to the Treasury. - 

Secretary Sherman. I thijik that the law is very clear that the 
amount of legal-tender notes redeemed in excess- of $300,000,000 cannot 
be paid out. That is my coustruction of the law.. 

Mr. EwiNG. I am speaking of the others, and not those redeemed by 
the increase of bank currency. 

Secretary Sherman. I do not think they can be issued. 1 think that 
those which are redeemed after the 1st of January, in excess of 
$300,000,000, cannot be reissued under existing laws. I am not certain 
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about it. It is a mooted question ; I would rather have your opinion on 
that than mj^ own. It is a question which I would like very well to 
have Congress settle. The law proposes and provides for no mode of 
redeeming United States notes, except as bank-notes are issued (when 
eighty per cent, of United States notes must be redeemed). As the 
law provides for no other mode of canceling and destroying United 
States notes, it would seem to follow that all notes redeemed in any 
other way than under that law can be reissued, because the section of 
the Revised Statutes I mentioned provides that all notes which come into 
the Treasury may be reissued. But, then, on the other hand, there is a 
provision in the resumption law whicli seems to contemplate that the 
amount outstanding on the 1st of January shall hot exceed $300,000,000. 

Mr. EwiNG. Provided the increase of bank currency is such as to 
bring down the legal-tender notes to $300,000,000. 

Secretary Sherman. There is the question. That question I have 
never determined in my own mind. It may be that all the notes now 
outstanding, and which are not redeemed under the provisions of the 
resumption act, can be reissued. 

Mr. Ewma. If any can be they all can be, I think. 

Secretary Sherman. That is a question I have not determined in my 
own mind. I have nodoubtof my power to reissue all below f 300,000^000. 
The law expressly provides for that ; there is no provision of law which 
authorizes the reducing of them below $300,000,000. But the resump- 
tion act does contemplate the reduction of United States notes to 
$300,000,000. . • 

Mr. EwiNa. Provided the bank currency is increased to such an ex- 
tent as, under .the provisions of that law, will reduce ihe greenback 
currency to $300,000,000. 

Secretary Sherman. I frankly say jthat I wish*and hope that that^is 
the proper construction; for I do not want to retirfe greetnbacks except 
as* they are retired by the issue of bank-notes, because I- believe that 
that process will reduce them in time. , I do' not desire to hasteti the 
process. But, as a matter of course, I would be very glad indeed if 
Congress would solve that question .for me, just as I would like to have 
Congress solve the doubt which rests on the reissue of the $300,000,000. 

Mr Phillips. You cancel legal-tender notes to the eirtent of eighty 
per cent; of the amount of national-bank notes issued, but when these 
national-bank notes are retired (as they have been to a far greater extent 
than they have been reissued) there is no means in law of reissuing legal-' 
tender notes to that extent. * 

Secretary Sherman. The authority to reissue e:?^nds to every dollar 
of United States notes outstanding. Any of the United States notes 
that come into the Treasury in the ordinary course of busiue^ss, either 
for redeption or in payment of -taxes, I have the right to reissue. 

Mr. Phillips. That I understand. 

Secretary Sherman. Then the question is whether that provision of 
the resumption act which'contemplates the reduction of the volume of 
United States notes to $300,000,000 is a mandate to the executive offi- 
cer not to reissue them until they fall bolow that amount. That is a 
question which I ought not to answer, because I have not made up my 
mind upon it. . . 

Mr. EwiNG. But as to the legal-tender notes under $300,000,000, re- 
deemed under the resumption law, you hold that you have the right to 
pay them out the same as any other fund in the Treasury. 

Secretary Sherman. I do. 
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Mr. Ewma. You have no more discretion respecting their reissue than 
you have respecting the reissue of notes received from taxes? 

Secretary/ Sherman. No, sir ; I issue them according to the exigencies 
of the public service. Still, you know that that is a disputed proposi- 
tion. I know a very able Senator, for whose opinion I have great re- 
spect, who thinks diflferently. I think, therefore, that that is a question 
which Congress ought to settle. 

Mr. EwiNa. Did any law-officer of the government, or any Secretary 
of the Treasury, give a written opinion to the effect that the authority 
given to the S^retary of the Treasury by the resumption law to use any 
surplus revenue from time to time in the Treasury, not otherwise appro- 
priated, to prepare and provide for the resumption of legal-tenders, 
affects in any way the obligationimposed by that section of the Revised 
Statutes which declares that the coin paid for customs shall be set apart 
as a special fund, and applied, first, to the interest on the public debt, 
and, second, to the sinking fund ? 

Secretary Sherman. No ; I think that no law-officer of the govern- 
ment, or no Secretary of the Treasury, has yet authoritatively decided 
that question, as you put it now. The question which the Secretary of the 
Treasury did decide was, that United States notes and fractional notes, 
being a part of the public debt, may be included in the sinking fund 5 
and practically we have paid the /nil amount of the surplus revenue in 
that way and applied it to the sinking fund until last year. In one year, 
in Mr. Bristow's time, there was a deficiency of $5,000,000 ; and this last 
year I did not buy bonds to the extent of $5,000,000 of the surplus fund, 
so that the question which you now present, although it is presented to 
my mind very often, has not been decided, either by myself or by any 
Secretary of the Treasury or by any law, for the question has really 
never been presented in a way which made it necessary to decide it. 
My annual report will show the exact application of the amount of the 
surplus revenue. As, under the provisions of existing law, I was 
actually selling bonds undfer the resumption act, I did not see my way 
clear to go into the market and buy these bonds for the sinkiug fund, 
just as, during the whole of the war, the sinking-fund provision was 
held to be inoperative. While we were actually selling bonds, it was 
absurd for us to go into the market and buy bonds. The money lie? in 
the Treasury, subject to the order of Congress. If Congress directs that 
that $5,000,000 be applied to the sinking fund, it can do so, but it will 
only involve us in the same absurdity that the EJnglish were involved 
in when they undertook to carry out Sir William Pitt's sinking-fund law 
during their war. 

Mr. EwiNa. But you can buy 6 per cent, bonds with it, and you can 
sell 4 per cent, bonds. 

Secretary Sherman. I know that. We can sell 4 per cent, bonds, 
but what is the use of doing so ? 

Mr. EwiNa. What is the balance for the sinking fund ? 

Secretary Sherman. Five million seven hundred and seventy-eight 
thousand dollars. 

Mr. EwiNa. Where is that — ^in the Treasury ? 

Secretary Sherman. It is in the general cash balance. It is in the 
coin accumulated. Mr. Bristow, in his report in 1875, mentions this 
very matter, and says that, in his opinion, the law requires him to call 
in bonds, and to invest this money; but Congress took no action upon 
it, and the result was that that year, or the preceding year, the balance 
over the surplus revenue, some $16,000,000, was not applied at all; and 
so, ever since the panic of 1873, there has been a balance not applied. 
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Mr. EwiNO. 1 don't think the surplus reveuae has anything to do 
with it; what I wanted to know was whetlier any law-officer of the 
government, or any Secretary of the Treasury, had given a written 
opinion that the sinking fund was to be composed merely of surplus 
revenue under that section of the Revised Statutes which says that the 
income from customs shall be applied, first to the interest on the public 
debt, and second to the sinking fund. 

Secretary Sherman. I can only say to you that established custom, 
as well as the theory of our government, would seem to require that 
any sinking fund provided for the extinguishment of the debt cannot 
be applied until alter all current demands upon the Treasury are paid. 
Otherwise the Treasury would be bankrupt whenever there was a tem- 
porary falling off in the revenue. For instance, the law which you read 
to me and which I helped to frame (the law of 1862), providing for the 
sinking fund, sets aside the receipts from customs to pay 1 per cent, of 
the debt. Now, although that was the law, just as mandatory as you 
have read it (requiring the sinking fund to be maintained at 1 per cent'.), 
the sinking fund was never opened, nor could it be, during the war. 
The pledge was never carried out until the old floating debt was mainly 
refunded. 

Mr. EwiNG. That was covered by the blanket of war necessity. 

Secretary Sherman. Not at all. That matter was presented to Con- 
gress frequently oh the ground that it was impossible to maintain a 
sinking fund until there was an excess of revenue over expenditure, and 
so it continued until I myself complained of it, after the war was over, 
insisting that while that was right during the war, it should not apply 
after peace, and we therefore carried through Congress a provision for 
the sinking fund, so that the money might be applied, so much every 
year, in pursuance of the old act of February, 1862, and so it continued 
to be carried out until the revenues fell below the expenditures, so as to 
make it impossible to pay the current expenses of the government, and 
to pay the sinking fund at the same time. Thus, from the necessity of 
the case, any Secretary of the Treasury was compelled to pay the cur- 
rent demands on the revenue before he paid the sinking fund, just as 
the manager of a railroad would be bound to pay his hands and furnish 
the fuel to run his locomotives before he would pay the interest on the 
first bonded debt. 

Mr. EwiNG. Was not the public debt being reduced all that time ? 

Secretary Sherman. Up to the panic of 1873 it was being reduced all 
the time, and we paid more during all those years than the law required 
on what we call the sinking fund — that is, the redemption of the debt. 

Mr. Phillips. From what source did the payments come I 

Secretary Sherman. From surplus revenues. And so it continued 
until 1873. Then, all at once, there was a deficiency of $16,000,000. 
Well, the Secretary of the Treasury, as a matter of course, would go on 
and pay the ordinary expenses first ; and if there was any deficiency 
he would report that deficiency to Congress, and if there was any fault 
about it, it was with Congress, for Congress should either i>rovide addi- 
tional revenues to keep up the sinking fund or else should reduce appro- 
priations. Mr. Eichardson was Secretary of the Treasury when the first 
trouble took place. The exact condition of the Treasury was given two 
months after the panic, and so on by every Secretary, and as Congress 
did not feel disposed (and I think rightfully — I was in Congress myself 
at the time, and take my share of the responsibility) to levy new taxes 
upon the people in a time of great distress, this deficiency in the sink- 
ing fund was allowed to continue from year to year until now, and I 
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presume that it will be allowed to continue, although if Congress can 
see its way clear to levy a tax upon tea and coffee, to make good the 
sinking fund, I would like it very much. But I do not think Congress 
will do so. 

Mr. EwiNG. I guess not. 

Secretary Sherman. Because I do not think that the people would 
sustain Congress in it. So 1 do not think there can be any just criti- 
cism in throwing on the sinking fund the actual deficiency in revenue, 
because any Secretary of the Treasury who would undertake to refuse 
to pay the current expenses of the government, and who would at the 
same time pay the whole amount of this technical sinking fund in the 
purchase and payment of the debt, would be overhauled very quickly. 

Mr, Ewma. I understood you to say on Monday that this appropria- 
tion in the resumption law, of any surplus revenue, authorized you to 
use any of the funds which would otherwise go to the sinking fund. 

Secretary Sherman. Yes, for the redemption of United States notes 
and fractional currency, but not beyond that; I never claimed that. 

Mr. Ewma. For the redemption of the United States notes after the 
1st of January. 

Secretary Sherman. No, sir ; we did not discuss that. The point 
you were putting to me was that we ought not to have used this money 
(which should go into the sinking fund) for the purpose of redeeming 
the United States notes and fractional currency, but 'that we ought to 
have applied it to the redemption of bonds ; and I said in reply that the 
plain mandate of the resumption act requiring us to pay and cancel and 
retire the greenback notes was just as mandatory as tbe appropriations 
for your salary and mine. 

Mr. EwiNG. Do I understand you now that the appropriation of " any 
surplus funds in the Treasury not otherwise appropriated," contained in 
the resumption law, will authorize you, after the 1st of January, 1879, 
to use funds which would otherwise go to the sinking fund in redemp- 
tion of United States notes? 

Secretary Sherman. My impression is that, under the resumption 
act, after the 1st of January I can use all surplus revenue to pay any 
lawful demands on the Treasury of the United States. 

Mr. Evv^iNG. That is, it gives you the command of the sinking fand 
for that purpose ? 

Secretary Sherman. Yes. If Congress fails to make enough appro- 
priation for paying the current expenses, including any demand that 
may grow out of resumption, I would have a right, to the extent of the 
surplus revenue, to command those moneys, in order to carry out the 
resumption act, just as I would have a right to use it under any other 
act of Congress. 

Mr. Evv^iNa. So that the sinking fund is not only subordinated to any 
subsequent appropriations by Congress, but is subordinated to this 
appropriation in the resumption law of the surplus fund, and is really 
the last thing which is to be looked after or provided for'? 

Secretary Sherman. Yes; for this reason: if I should fail to have 
money enough to meet the demands upon me for resumption purposes 
I am invested with the power to sell bonds ; I would have the authority 
to go into the market and sell bonds. It would be idle for me to go 
into the market to sell bonds w^hile I was actually buying bonds for the 
sinking fund. I would regard a demand made upon the Treasury for 
United States notes after the 1st of January next just like any other 
demand for a liability which I was bound to pay, and I can use all the 
means at my command, including the proceeds of the sale of bonds. 
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Mr, EwiNG. And the sinking fund ? 

Secretary Sherman. O, yes. The sinking fund, in my view, is noth- 
ing but the surplus of revenue over the expenditures. The nature of 
the sinking fund has been debated to an extent in folios greater than the 
folios you have got in this room. It was debated in the English Parlia- 
ment in the famous Dr. Price controversy, which extended for ^thirty 
years, and that was the generally recognized idea of a sinking fund — 
that it was nothing but an agreement on the part of the law-making 
power to apply surplus revenues to a certain amount to the reduction 
of the public debt. 

Mr. EwiNG. Has any law-officer of the government, or the Secretary 
of the Treasury, given a written opinion to the effect either that the 
sinking lund is subordinated to the special appropriations or to this 
general appropriation of surplus funds made in the resumption act? 

Secretary Sherman. No ; I do not think so. I know of none. 

Mr. EwiNa. Has any law-oflftcer o^the government, or any Secretary 
of the Treasury, given a written opinion to the effect that the United 
States notes or fractional currency redeemed may be charged to the 
sinking fund? 

Secretary Sherman. No ; because I think that that is so clear that I 
would not ask for such an opinion. The United States notes and frac- 
tional currency have been regarded as a part of the public debt ever since 
their first issue, and in every statement of the public debt it has been 
always classified as a part of the public debt. In making up the state- 
ment; of the sinking fund, you will find that we always included the whole 
aggregate of United States notes and fractional currency. 

Mr. Ewma. The law unquestionably requires that ; but the law also 
requires that a sum equal to the interest of the sinking fund shall be ap- 
plied annually. 

Secretary Sherman. Yes ; that has been done. 

Mr. EwiNG. And if you put into the sinking fund notes that bear no 
interest, it is impossible to execute that provision for paying interest on 
the sinking fund ? 

Secretary Sherman. What is the sinking fund ? The sinking fund*is 
not the identical bonds that are canceled, destroyed, and burned. The 
sinking fund is neither the bonds paid and destroyed, nor the notes paid 
and destroyed. The sinking fund is like many other book accounts that 
are kept upon our books. It is a certain amount of money, and it is ac- 
cumulated at the rate of 6 per cent, interest. It does not make any dif- 
ference from what source the sinking fund comes. 

Mr. Evv^iNG. If there were 5 percent, bonds in the sinking fund, would 
you count interest on them at 6 per cent. ? 

Secretary Sherman. But there are no 5 per cent, bonds in the sinking 
fund. I fell into the same error the other day. I told you the other day 
that I thought that the interest was computed as at the rate of the bonds 
purchased ; but, on inquiry, I find that I was mistaken, and that the 
habit has always been to redeem only the 6 per cent, bonds and to com- 
pute uniformly 6 per cent, interest on the whole amount of the sinking 
fund. The sinking fund heretofore has been always composed either 
of 6 per cent, bonds, United States notes, or fractional currency re- 
deemed. 

Mr. EwiNa. If you had 7.30 bonds in the sinking fund would you not 
compute the interest at 7.30, and if you had 4 per cent, bonds would you 
not compute the interest only at 4 per cent. ? 

Secretary Sherman. No, sir. The identity of the particular security 
is lost the moment that it is redeemed ; and the sinking fund is com- 



Digitized by 



Googk 



45 RESUMPTION OF SPECIE PAYMENTS. 

puted at the rate of 6 per cent., because the C per cent, bonds are now 
available and can be paid off. 

Mr. Phillips. In case of the falling off of revenue, do you think that 
you would probably have to sell gold in hand to meet the current ex- 
penses of the government! 

Secretary Sherman. If so. Congress would be in a very sorry predic- 
ament. 

Mr. Phillips. I am speaking of your power to resume. 

Secretary Sherman. If Congress fails to give us money enough to 
meet its appropriations, we are broke. That is all that there is about it. 

Mr. Phillips. You would avail yourself then of the coin in your 
hands to meet the current expenditures of the government f 

Secretary Sherman. Undoubtedly ; but I cannot presume that our 
government is going to do that. 

Mr. Phillips. I observe that the currency balance on the 1st of 
April, 1877, was eight millions ; a little over half a million on the 1st of 
this April. 

Secretary Sherman. The balance now is greater than it was then. 
After I came into the office I established this fund of ten millions for 
the redemption of fractional currency. That fund had not been estab- 
lished until after I came in. The actual balance is $10,751,851, includ- 
ing that fund of $10,000,000. Formerly that fund had not been stated 
according to law. 

Mr. Phillips. But that fund had all accrued before this year I 

Secretary Sherman. No, sir ; it had not. It was never stated until 
after I came into office. It was required to be done under the act, and 
I thought that its not being done was a failure to comply with the act. 
I therefore directed it to be done. 

Mr. Phillips. That is held in legal-tenders, is it not? 

Secretary Sherman, Yes, sir. 

Mr. Phillips. But yoii stated a little while ago that, of your coin 
balance in hand, there was five millions that had come from the sink- 
ing fund. 

• Secretary Sherman. Here is the law under which that ten-million 
fund is required to be kept. It is the first section of the joint resolu- 
tion for the issue of silver coin, approved July 22, 1876. 

It is as follows : 

That the Secretary of the Treasury, under such limits and regulations as will best 
secure a just and fair distribution of the same through the country, may issue the sil- 
ver coin at any time in the Treasury to an amount not exceeding ten million dollars, 
in exchange for an equal amount of legal-tender notes ; and the notes so received in 
exchange shall he kept as a special fund, separate and apart from all other money in 
the Treasury, and be reissued only upon the retirement and destruction of a like sum 
of fractional currency received at the Treasury in payment of dues to the United 
States ; and said fractional currency, when so substituted, shall be destroyed and held 
as part of the sinking fund, as provided in the act approved April seventeen, eighteen 
hundred and seventy-six. 

]Now there is the answer, " Shall be held as a part of the sinking 
fund.'' 

Mr. Ewma. The answer makes against your construction, because 
therein a special provision of law that this non-interest-bearing security, 
when redeemed, shall go into the sinking fund. Why should that be 
put in the law if it was the law already ! 

Secretary Sherman. It had been done before that and afterward. 
This simply carries out the same thought and the same idea. 

Mr. EwiNa. That is put in to accomplish a purpose. 

Secretary Sherman. It is a negative pregnant. 



Digitized by 



Googk 



RESUMPTION OF SPECIE PAYMENTS. 47 

Mr. BwiNa. It was an entirely unnecessary provision, if those notes 
so destroyed would necessarily go into the sinking fund. 

Now, let me ask your attention again to the table you have given 
us of the items composing the seventy millions of currency in the 
Treasury. 

That ten millions of a special fund for redemption of fractional cur- 
rency cannot be used by the Secretary, nor the twelve millions for the 
redemption of the national-bank notes in liquidation, nor the 5 per cent, 
redemption fund of nine million dollars, nor the funds for which cer- 
tificates of deposit are issued to the amount of twenty-six millions, 
l^one of those items are in the control of the Secretary for use. 

Secretary Shebman. The ten millions and the thirteen millions are 
practically as absolutely paid off as if the amount of the United States 
notes outstanding were reduced to the amount of twenty-three millions. 

Mr. Bwma. But that fund of ten millions is not under your control 
under existing law. 

Secretary Sherman. It is practically redeemed ; it is in the Treasury; 
it is ours. 

Mr. EwiNa. I am speaking of it as a resource. That cannot be used. 

Secretary Sherman. I explained that before. It cannot be used to 
pay notes or anything of that kind, but it is none the less currency, 
which we do not need to provide for ; that is all. 

Mr. EwiNO. And the $12,000,000 held for redemption of national- 
bank notes in liquidation, that can't be used! 

Secretary Sherman. No ; but that is dead while the bank-notes do 
not come in. As they come in, they are redeemed. 

Mr, Ewing. Still, it cannot be used by the Secretary ? 

Secretary Sherman. No, sir ; nor need it be redeemed. 

Mr. Eaving. Nor the 5 per cent, redemption fund nor the certificates 
of deposit? 

Secretary Sherman. No, sir. 

Mr. Ewma. Then, of this $70,000,000, there would be only the 
$13,000,000 to the credit of disbursing oificers, which the Secretary is 
at liberty to use ? 

Secretary Sherman. I would have to make the same explanation 
which I made in the beginning — that I do not regard the $70,000,000 
as a fund on hand with which to redeem anything; but that it is 
$70,000,000 in hand which is not likely to be called for in coin, and that 
it lessens, to that extent precisely, the burden of resumption. 

Mr. EwiNG. I understand that perfectly; but I want to bring out 
this fact definitely— that of that $70,000,000 there is but $13,000,000 
that may be used (the balance in the hands of disbursing officers), and 
that the $57,000,000 cannot be used by the Secretary. 

Secretary Sherman. No ; but it is so much money that is locked up 
in the Treasury not to be redeemed. Therefore, instead of counting • 
$340,000,000 of legal-tender notes liable to redemption, you may deduct 
the great- body of this $70,000,000, just as in the statement of the Bank 
of England, which deducts from the total amount of notes issued all the 
notes held in the banking department. 

Mr. E WING. I understand that; and with that explanation you admit 
my statement— that of the $70,000,000 only $13,000,000 can be issued 
and used by the Secretary of the Treasury under existing law. 

Secretary Sherman. For the purposes of resumption. 

Mr. EwiNG. For any purpose. 

Secretary Sherman. We use it for the redemption of outstanding 
certificates and for the redemption of bank-notes. We pay it out every 
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day. This money is the most active money that we have in the Treasury. 
We pay it out and receive it every day. 

Mr. EwiNG. But not for any other purpose than that for which it is 
specially appropriated? 

Secretary Sherman. It can only be paid for these particular purposes, 
but it is being paid out every day, and other money coming in its place. 

Mr. EwiNG. Now, you make the amount of bank-notes of banks in 
liquidation by your statement to the Senate committee $21,000,000 or 
$22,000,000. 

. Secretary Sherman. I think that that includes not only notes of 
banks in voluntary liquidation, but of broken banks. 

Mr. EwiNa. I read from your statement before the Senate committee: 

On December 31, 1875, the amount was $346,479,756; on December 31, 1877, 
$321,672,505, and on February 28, lH78, the amount of bank-notes outstanding was 
$321,989,991; but the amount of bank-notes of banks in existence, not in process of 
liquidation, was $299,240,475; and the difference between these two suras being the 
notes of banks in process of liquidation, although the notes are in circulation, yet an 
equal amount of greenbacks are in the Treasury as a special deposit to redeem them. 

That makes the difference between $321,672,505 and $299,240,475— 
about $22,000,000. 

Secretary Sherman. I can tell you the explanation of that. I was 
correct in my statement before the Finance Committee. There are 
$21,000,000 or $22,000,000 of notes of outstanding banks in process of 
liquidation, of which $13,000,000 in United States notes is held in the 
Treasury, and for the balance we hold the bonds of banks that failed 
as security. Tjie discrepancy, no doubt, is represented by the fact that 
we have not sold those bonds. I am surprised that we hold as much as 
$13,000,000 of notes, for we do not usually sell bonds until the proceeds 
are needed to redeem the outstanding notes of those bonds. 

Mr. EwiNO. When a bank goes into liquidation it deposits greenbacks 
to redeem its notes. 

Secretary Sherman. Yes; but failed banks do not. When banks 
fail we take possession of their bonds and we sell them only as we need 
the proceeds to meet their notes. I have no doubt that the great body 
of this $13,000,000 on hand is money deposited by banks which have 
voluntarily retired. They have to deposit greenbacks before they get 
their bonds. But in the case of banks that fail, we sell the bonds as we 
need the proceeds from time to time. That will doubtless explain the 
discrepancy. 

• Mr. EwiNa. That explains why the item is not $22,000,000 instead of 
$12,000,000. 

Secretary Sherman. Yes; we can, if we desire, sell all the bonds 
that we hold as security for those broken banks, but the usual course is 
not to do so, but to give the stockholders the benefit of their circulation, 
and only to sell the bonds as money is needed to redeem the bank- 
circulation. 

Mr. EwiNa. There is a fraction under $300,000,000 of national-bank 
notes outstanding, but the five per cent, redemption fund is only put 
down at nine millions ; it should be fifteen millions. 

Secretary Sherman. No; the explanation of that is this: As the 
notes of banks in operation come in we redeem them, and at the end of 
ten days, or oftener if the Treasury sees proper, these notes are returned 
to the banks issuing them, and are replaced by the banks with green- 
backs. This redemption of bank-notes for the time diminishes the 
$15,000,000 or five per cent, fund to some extent, but at the end of ten 
days the redeemed bank-notes are sent back to the banks and replaced 
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by other United States notes. In other words, there is a little leeway 
given there in the ordinary coarse of business. 

Mr. EwiNa. That is only $500 to every bank. That would scarcely 
make the difference between $9,000,000 and $15,000,000. 

Secretary Sherman. It will make it. Ten days' redemption makes 
about $5,000,000. 

Mr. EwiNG. That explains the discrepancy, therefore. 

Secretary Sherman. Yes ; it is always so. Mr. GiMllan has been of 
late very strict with the banks. 

Mr. Ewma. In case of a drain of gold from the Treasury, what meas* 
ure would you resort to to check it — I mean after i^esumption ! 

Secretary Sherman. The Treasury ought to be so strong that the 
thing would check itself. You can scarcely imagine, in the probabilities 
of business, that, with no outstanding liabilities that are not covered by 
actiial cash on hand except the $300,000,000 of legal-tender notes, the 
drain upon the government would be so great as to exhaust the reserve 
of $120,000,000. That proposition is all based, not upon the fact that 
$120,000,000 would pay $300,000,000— we all know that is not ^o— but 
upon the fact that it is impossible to gather together United States 
notes and to present them in such a mass and in such a continuous stream, 
and that the very effort to do so would raise the value of United States 
notes. Their convenience is so great, and the necessity for them so ap- 
parent, that such an effort would at once bring them up to par in gold. 
I think that a drain of five, ten, fifteen, or twenty millions would at 
once tend to bring up the value of greenbacks until they were at par 
in gold, and then there would be no object at all in drawing them out. 

Mr. EwiNa. After resumption the greenback must remam at par in 
gold as long as the Treasury maintains resumption ? 

Secretary Sherman. Certainly; and while they are at par in gold 
they will not be presented^ to any considerable extent. 

Mr. EwiNG. Of course, if there was an established difference of 1 per 
cent., or one-half of 1 per cent., between gold and greenbacks, the Treas- 
ury would be broken pretty quick ? 

Secretary Sherman. Yes, sir, or a quarter of 1 per cent. ; there is no 
doubt about that. 

Mr. EwiNO. Therefore, after resumption, greenbacks must necessarily 
be at par with gold so long as the Secretary is able to maintain resump- 
tion ! Now, I am supposing a case of a drain of gold from the action 
of foreign creditors, or from any other cause, and want to know what 
• means you would resort to to check it ? 

Secretary Sherman. I do not think that it would be necessary to 
resort to any means; but if it were necessary to devise some means, I 
would resort to such as have been adopted in other countries — the tem- 
porary suspension of specie payment. That is a question for Congress. 
The British bank act, which is so often quoted as the standard, makes 
no provision for suspension ; there is no legal suspension of payment in 
England, nor does our law make any provision for it. If the govern- 
ment should meet such an adverse state of circumstances as to make 
saspension absolutely necessary, the government would necessarily have 
to take the responsibility of it, leaving Congress to determine whether 
the circumstances justified it. That has always been so. 

Mr. Phillips. Then do you think that the Secretary of the Treasury 
has the power to suspend specie payment f 

Secretary Sherman. No, sir ; but if demands were made upon the 
Treasury, which thp Secretary could not pay unless he was to pay them 
H. Mis. 62 4 
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out of his own pocket, he would have to stop paying. That is all there 
is about it. 

Mr. EwiNG. When, short of the point of your actual inability to go 
further, would you feel at liberty to stop I 

Secretary Sherman. That I cannot state. That will not occur in my 
time if you give me now such a reserve as I mention, and it will not 
occur at all, in your time or in my time, in my judgment. But we can- 
not anticipate what the future will bring forth. We do not know but 
that we may be involved in war, which would compel a suspension of 
■payment, and we do not know what might be the effect of war in Europe. 

Mr. Phillips. I was going to ask you on that very point. Would 
not a general war in Europe result in raising the price of gold ? 

Secretary Sherman. Wise men differ very much upon that. I think 
that a general war in Europe would give such a demand for our agricul- 
tural products and for everything that we produce and sell, that it 
would probably inspire confidence, and there would be less danger. 

Mr. Phillips. Might it not raise the price of gold as compared with 
currency f 

The Chairman. Or might it not have the effect of sending our bonds 
here? 

Secretary Sherman. We are not bound to pay for our bonds unless 
they are due. 

Mr. EwiNG. But banks and others that hold gold would be tempted 
to buy bonds, and the gold would go out. 

Secretary Sherman. I do not think so. I have shown you now in 
these figures that, with such a reserve as I have mentioned, the Govern- 
ment of the United States is stronger for resumption than the Bank of 
England. 

Mr. Evv^ma. Is now ! . ^ 

Secretary Sherman. No ; I say will be, if you give us the reserve I 
mention. It will then be stronger than the Bank of England. 

Mr. EwiNG. You said on Monday that it is now stronger. 

Secretary Sherman. I do not think that it is now, but I say that be- 
fore the 1st of January, with an additional reserve of $50,000,000, and 
if you will provide enough means to carry on the current expenses of 
the government, with or without regard to the sinking fund, we will be 
stronger than the Bank of England. If you make good the sinking 
fund, we would be better off; but if you do not make it good, it does 
uot affect the question of resumption. With that $50,000,000 additional 
(making our reserve $130,000,000 or $140,000,000), with the fact that 
our notes are of universal credit and are distributed throughout this 
great extent of country and among 40,000,000 of people, with the fact 
that $70,000,000 of our notes are now in the Treasury not likely to be 
called upon, and with the fact that the banks have to take ca]:e of 
.$70,000,000 more, which they cannot run in upon us without subjecting 
themselves to the violation of the law of their creation, with their notes 
absolutely secured by United States notes-^-if we cannot maintain 
specie payment, then it is impossible to maintain specie payment on a 
paper circulation. 

The Chairman. That is on the theory all the time that paper and 
gold are equivalent f 

Secretary Sherman. Certainly. Specie payment means the equiv- 
alency of gold and paper. It is on the theory that the 1 per cent, dif- 
ference between gold and silver will disappear before the 1st of Janu- 
ary that I propose to commence specie payments 5 but suppose that I 
am mistaken ^ suppose that your fears are well grounded and that I am 



Digitized 



byGoogk 



RESUMPTION OF SPECIE PAYMENTS. 51 

over-sanguine, as some people say I am, still, Congress will meet in 
December, and then the question will be so apparent to every man that, 
if the resumption act cannot be carried out, I shall come to Congress 
and say that I have been unable to accumulate this reserve, or that au 
adverse state of circumstances has arisen, and that I am unable to do 
what the resumption act requires of me. 

Mr. Ev^riNO. But in the mean time the country is on the rack and tor- 
ture of preparation for impracticable resumption. 

Secretary Sherman. There you are mistaken. The process toward 
resumption is not a harsh process. What is harsh, and what has been 
of great weight upon the people, has been the effect of extreme paper 
inflation, resulting in the panic of 1873, sixteen or eighteen mouths be- 
fore the passage of the resumption act. Last summer, when I accumu- 
lated $60,000,000 of gold, and was going on refunding the debt, every 
sign of prosperity was increasing, and business was getting better. 

Mr. EwiNG. In your conference with the Senate committee, you spoke 
of " this long, weary agony and struggle toward resumption," and I 
think that the country will agree with you that there is enough of agony 
in it. 

Secretary Sherman. Wherever there is an evil caused by inflated 
money, the instincts of human nature lead men back to specie payment, 
and the whole process from 1873 down to the present time is a process 
toward resumption. 

Mr. EwiNO. If the resumption law had never been passed, the country 
would have revived from the panic of 1873 during the year 1875. 

Secretary Sherman. You and I, no doubt, differ very honestly on 
that point. 

Mr. Hartzell. What would be the effect of this resumption act upou 
the national banks and their depositors ? 

Secretary Sherman. I cannot see that it will have any injurious effect. 
Wherein f 

Mr. Hartzell. I understand from your statement here last Monday, 
that the national banks hold $600,000,000 of deposits. Lack of confi- 
dence might induce the depositors to go to these national banks and 
demand on the 1st of January, or soon after the resumption act takes 
effect, a large amount of gold. 

Secretary Sherman. No ; United States notes. 

Mr. Phillips. Which would command gold. 

Mr. Hartzell. And if the banks did not have them, and the sup- 
position is that they could not 

Secretary Sherman. All the national banks in the country have but 
$ 70,000,000 of greenbacks. 

Mr. Hartzell. The banks would have to furnish to the depositors 
either gold or greenbacks, but they could not furnish either to half the 
amount of their deposits "? 

Secretary Sherman. No, sir. 

Mr. EwiNG. The aggregate of deposits in all the banks, national. State, 
private, and savings banks, as shown by the report of the Comptroller, 
is $2,120,000,000. 

Secretary Sherman (to Mr. Hartzell). Your question is a very proper 
one. I can only give you my idea. All banking is based upon the idea 
that a larger amount of paper money can be maintained in circulation 
than the money in which it is to be redeemed. Otherwise there would 
be no object in banking. The Bank of England and the small banks of 
England maintain a cash reserve varying from 9 per cent, up to about 
33 or 40 per cent. The Bank of France and the Bank of Germany, which 
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are really government depositories, maintain a large reserve. A reserve 
of 40 per cent, would be considered a very large reserve. The only 
answer to yoar qnestion is that ex\)erience has shown, to the satisfaction 
of the banks, that their deposits will not be all demanded. If they are 
demanded they will be paid by credits. Most of these depositors are 
debtors to the banks, as well as creditors of the banks. They are cus- 
tomers. The balance of credits would pay off a good deal of the deposits 
of the banks, and experience shows that a certain amount of money on 
hand and available, with a good line of discounts to support it, is suffi- 
cient. As to the notes of national banks, every dollar of them is secured 
by United States bonds to an amount of at least 10 per cent, greater 
than the amount of notes outstanding; and these bonds are of such 
universal credit and ready sale that in the ordinary course of business 
they can be readily converted into any kind of money. 

Mr. BwiNa. What about the $1,500,000,000 of deposits in other banks 
than national banks ? 

Secretary Sherman. They are private individual debts ; the govern- 
ment hiis nothing to do with them. 

Mr. Ewma. The government has certainly to consider them in the 
plan of resumption ? 

Secretary Sherman. It has to consider them just as it has to consider 
any other public fact. 

Mr. EwiNa. More than that ; they have a direct bearing on the prac- 
ticability of government redemption, for the legal-tender note is the only 
paper money redeemable in coin, and on the $348,000,000 of legal-tender 
notes rest $300,000,000 of national-bank notes and $2,120,000,000 of 
cash demand deposits. That is all to be considered. 

Secretary Sherman. It is all to be considered, but $10 will pay $100 
of deposits in the ordinary course of business. 

Mr. Hartzell. Does the mere fact that the government will, on the 
1st of January, be able to redeem all its legal-tender notes, bring us of 
itself to specie resumption f Is that what we mean by specie resumption! 

Secretary Sherman. I mean by specie resumption not the payment of 
all these debts in coin, but I mean the equivalency of these United States 
notes with coin, so that the people will take paper at par with coin, and 
if they want the coin they can get it. I do not suppose that $1 out of 
$100 of greenbacks will be presented for redemption. 

Mr. Hartzell. The national banks are close corporations, as I un- 
derstand, and there is a general understanding between them oqi all 
questions- affecting their interests, as we find by their unanimity in ap- 
plying for a repeal of the bank-tax. 

Secretary Sherman. Mr. Chittenden here can tell you that there are 
no people who have such diverse views as the national banks. 

Mr. Hartzell. If it should appear that the safety and security of 
these national banks demanded it, could they not unite and get together 
such securities and present them to the Treasury as would drain the 
Treasury of all the gold that it has, and thus absolutely prevent, by their 
combination, the Secretary from carrying out the provisions of the re- 
sumption law? 

Secretary Sherman. I do not think, in the first place, that they would 
attempt to make such a combination against the government, and, in 
the secord place, I think that if they did it would be very easily met. 
]t is not possible, with the amount of legal-tender notes which they 
hold — admitted to be about $70,000,000— that they could take the whole 
of them and present them to the Treasury. Such a thing is not possible, 
because the banks could not be brought into anything like a co-opera- 



Digitized by 



Googk 



RESUMPTION OF SPECIE PAYMENTS. 53 

tion of that kind, nor could they keep up a continuous stream of demand 
on the Treasury ; and then, besides, the Treasury has ample power to 
make the banks redeem their notes. 

Mr. EwiNG. In Jegal-tender notes? 

Secretary Sherman. Yes, in legal-tender notes. 

Mr. BwiNa. Or in silver and gold ! 

Secretary Sherman. Yes 5 that would throw the gold back on the 
Treasury. Some of the papers thought that in my remarks the other 
day I threatened the banks. I did not threaten them, but there is no 
doubt about it that the Treasury would be stronger than the banks in 
such a contest. There is no danger that the national banks are going 
to combine to present their legal- tender notes to the Treasury. 

The Chairman. It would be much more reasonable to suppose that 
the banks would agree among themselves that their obligations and 
operations would be in currency, and that their checks would be paid 
in cuixency rather than in gold. 

Mr. Hartzell. Suppose that the depositors in the national banks 
should run in and demand payment of their deposits, would not the 
national banks be bound to go under ? 

Secretary Sherman. The banks can pay their depositors in green- 
backs, because greenbacks are legal tender. 

Mr. Hartzell. Ho w could they when there are only about 1220,000,000 
of them in circulation ? 

Secretary Sherman. Then, if they cannot get them, how can they 
present them to us for redemption ! 

Mr. EwiNG. They have $70,000,000 which they can present in a week. 

Secretary Sherman. How can they bring $70 000,000 ? The national 
banks in New York, where the largest accumulation of greenbacks is, 
Lave only got $11,000,000. I thin]k it is sufficient to say that Mr. Hart- 
zelPs supposition is an impracticable one ; first, because the banks could 
have no desire to do such a thing; and, secondly, because it could not 
be done. It would have to be a very slow operation, and with a reserve 
of $130,000,000 or $140,000,000 even that extreme danger could be met. 

Mr. EwiNa. In case of an apprehension that the Treasury would have 
to suspend' specie payments, and, consequently, that gold would rise, 
Avould not the banks want to convert their reserves, and would they not 
certainly convert their coin-certificates into gold ? 

Secretary Sherman. It might be; but a suspension of specie pay- 
ment, or a sudden panic, never comes at a time when people are expect- 
ing it or protecting themselves. It always comes like an earthquake, 
when it is wholly unexpected. 

Mr. EwiNG. You intimated a probability of a suspension by the gov- 
ernment, from the running down of the coin in the Treasury. 

Secretary Sherman. I say that such a thing might be possible. 

Mr. EwiNCx. The state of the Treasury is known all the time to the 
banks and to the public, and certainly the fact that the Treasury was 
running short of gold would create alarm, and would naturally cause 
the banks and other holders to precipitate their seventy millions of 
legal-tender reserves and their fifty-eight millions of gold-certificates on 
the Treasury. 

Secretary Sherman. I can only say that the Bank of England has 
frequently run its gold down — at one time to a million of pounds. 

Mr. BwiNO. Yes, sir ; and the bank ran short once and then found a 
lot of one-pound notes, and they saved it from bankruptcy when gold 
could not. 

Secretary Sherman. If you would ever run the Treasury down, so as 
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to redeem the $140,000,000 of the present outstanding legal-tender 
notes, greenbacks would be so scarce that they would be taken readily 
by everybody, just as in England, when the bank balance ran down 
under the panic to one million pounds sterling, every one was anxious 
to get Bank of England notes. Everybody was eager to get them and 
to hoard them ; so that I do not think this is a danger to be regarded. 

Mr. EwiNa. I want to ask further about your means of stopping a 
drain. Would you not naturally withhold the greenbacks as they come 
into the Treasury, in case you became apprehensive at all of a drain of 
gold? 

Secretary Sherman. I think I would. If it should so happen that 
there was a run upon the Treasury for greenbacks, I would not issue 
them until the run was over. 

Mr..EwiNG. And until the Treasury felt as strong as usual ! 

Secretary Sherman. Yes, sir ; and in that event I do not like to say 
what I would do. I would sell 6 per cent, bonds, if necessary, in an 
extreme case. 

Mr. ;pwiNa. In such a contingency the banks would naturally con- 
tract their currency also ? 

Secretary Sherman. In case of a panic which would threaten to 
break the government, or to break the banks, as a matter of course the 
instinct is one of self-preservation ; but that is so whether you have 
coin payments or currency payments. ' 

Mr. EwiNG. I am not speaking of a panic, but of the state of the 
Treasury from time to time. If you find your gold running out, would 
you not hoard the greenbacks f 

Secretary Sherman. Naturally ; if I found the greenbacks coming in, 
I would hold on to them until they are called out again in the natural 
course of business. 

Mr. EwiNG. For the purpose of diminishing the drain on the Treas- 
ury of gold ! 

Secretary Sherman. I might temporarily, until that drain passed ; 
but ordinarily I would use them to redeem 6 per cent, bonds. 

Mr. EwiNO. After the drain passed, what would you do ? 

Secretary Sherman. I would pay them out again. 

Mr. EwiNa. That is, you would do very much as the Bank of England 
does — you would stop the movement of the currency out of the Treas- 
ury, as far as practicable f 

Secretary Sherman. Yes, sir ; and, as a matter of course, Congress 
would be in session from time to time and could be applied to. It may 
be that Congress may, by future legislation, provide for that contin- 
gency. 

Mr. EwiNa. Ilave you any apprehension that the banks, before re- 
sumption day, will present their gold -certificates. 

Secretary Sherman. I wish they would. 

Mr. EwiNG. That would put a stop to your power to issue certificates 
to the amount of 20 per cent, beyond the gold on hand ? • 

Secretary Sherman. It might, but there is no prospect of that. The- 
power to issue certificates to the extent of 20 per cent, is a power which, 
up to this time, has not been exercised, and which would not be exer- 
cised except in an entreme case. But what motive would thp banks 
have to withdraw the money deposited with us? It is deposited with 
us for safe keeping, and they would only withdraw it from a fear that 
it was not safe. 

Mr. Ewing. Might not the fact that there is a contingency in which 
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you might issue coin-certificates in excess of the coin in the Treasury- 
lead the banks to feel that they had better get their gold ? 

Secretary Sherman. I do not think so ; but at any rate it is safe to 
say that that thing has not been done, and probably would not be done, 
except in an extreme emergency, such as would justify the Bank of Eng- 
land in issuing notes when it would not pay gold. 

Mr. EwiNG. Is there not a farther reason why the banks would take 
possession of their gold, when you reach specie payments, which is that 
they must pay gold when the gold is asked for ? 

Secretary Sherman. No. 

Mr. EwiNG. Otherwise they will receive no deposits in gold. 

Secretary Sherman. The .banks under the law can always redeem in 
legal-tender notes. 

Mr. BwiNG. I know that, but if they are to receive deposits in gold 
they certainly must pay their depositors in gold where the depositors 
want it. They must treat gold and paper as equivalent exactly, and, 
therefore, they must liave gold on hand to pay those who want gold, 
otherwise they will not receive a dollar in gold deposits except as special 
deposits. 

Secretary Sherman.. The fact is that but little gold is paid even on 
coin payments. 

Mr. EwiNG. But as a matter of fact, must not the banks have the 
gold to pay whenever it is demanded ? 

Secretary Sherman. Yes, sir ; on deposits they agree to pay in gold. 
As a matter of fact, they have some gold to pay now. They have gold 
in all the city banks, and the reserve of gold in the New York banks is 
very large ; but there is no gold needed in Lancaster or Mansfield, Ohio, 
where you and I live ; what do they need it for ? 

Mr. EwiNG. When you get to specie payments plenty of people will 
want to hoard it. 

Secretary Sherman. No ; they will hoard silver dollars. The class 
of people who hoard money are those to whom small sums are great 
ones. 

Mr. EwiNO. The amount of gold in the banks now is very small, be- 
cause there is a very small amount of obligations payable in gold ; but 
after resumption day, when you establish that paper and gold and silver 
are equivalents, a large body of the bank depositors may want gold, 
and the banks must give gold to their customers who want it. Do you 
think it necessary to get the amount of legal-tender notes down to 
$300,000,000 before the 1st of January, 1870. in order to resume with 
safety ? 

' Secretary Sherman. I would like to have it so, but even if I do not 
succeed, I would not postpone resumption on that account. 

Mr. EwiNG. In the three and a quarter years since the resumption 
law was enacted, $35,000,000 of legal-tenders have been drawn in and 
canceled ; is there any probability that, in the time left between now 
and resumption day, the remaining $47,000,000 can be retired? 

Secretary Sherman. No ; 1 think not. 

Mr. EwiNa. Do you anticipate any considerable reduction of legal- 
tender notes by the increase of bank currency by next January ? 

Secretary Sherman. Yes, sir ; last month there was a reduction of 
$1,000,000. I think that the amount will depend very much on the de- 
gree of confidence in the future which prevails in banking circles. 

Mr. EwiNa. That is as to maintaining resumption ? 

Secretary Sherman. Yes, sir ; that estimate of tha amount will be 
reduced, probably, $1,000,000 a month. 
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Mr. EwiNO. That would leave you with $340,000,000 of legal-tender 
notes outstanding. 

Secretary Shebman. Then I think we can fairly state that this 
money in the Treasury (that is, the balances held by disbursingofficers, 
the $10,000,000 fund for the redelnption of fractional currency, and the 
money held for the redemption of bank-notes on failed banks) will prob- 
ably reduce it to the neighborhood of $300,000,000, nominally. 

Mr. EwiNG. Still that $16,000,000 to disbursing-officers goes out. 

Secretary Shebman. But there Is always about that much on hand. 

Mr. EwiNG. But I understand that you want to reduce the total vol- 
ume of legal-tender currency to $300,000,000. 

Secretary Shebman. I do. 

Mr. EwiNG. It is obvious that it cannot be reduced to $300,000,000 on 
the Ist of January, 1879. 

Secretary Shebman. I say it would be better if it could be done ; but 
if it cannot, I would not postpone resumption for that reason, because I 
think that with this large reserve which I mention we can maintain re- 
sumption on the full amount — with the advantage we have of having 
thirty or forty millions locked up in the Treasury not likely to be used. 

Mr. EwiNa. Do you think that the balance of trade can be kept in 
our favor for the next few years ? 

Secretary Shebman. That is an uncertain problem. 

Mr. EwiNG. Tou say, in your Senate interview, that the balance of 
trade brings us gold and silver and bonds t Has it brought us, in the 
past few years, gold and silver in excess of the gold and silver exported? 

Secretary Shebman. No ; you see heretofore silver has been largely 
exported as bullion, but we received gold, last season, in pretty large 
sums in this country — ^precisely how much I am not prepared to say. 

Mr. EwiNa. I have here, from the Bureau of Statistics, a statement 
of the imports and exports of coin and bullion, from 1865 to 1877, which 
shows a total, for the thirteen years, of exports over imports of 
$692,000,000. (See appendix No. 10.) 

Secretary Shebman. Yes, sir ; that is so. 

Mr. Ewma. That is an average of exports over imports of gold and 
silver of $53,264,000 a year. 

Secretary Shebman. That was at a time when paper money was iu 
universal use, and there was no demand here for silver or gold ; but now 
that we are to have specie payments, that course of things will be nat- 
urally expected to cease. You will find it easier to send off the products 
of our soil than the products of our mines, if we give the same use to the 
precious metals that is given in other countries. 

Mr. EwiNG. For the past three years the average excess of the ex- 
ports of gold and silver over the imports (the balance of trade being in 
our favor) has been $42,396,000 a year ; and that average is still con- 
tinuing ? 

Secretary Shebman. Yes, sir. At this season of the year gold is 
shipped abroad, and at other seasons of the year it comes back. Some- 
times the same gold will flow backward and forward two or three times 
in the year. After the cotton crop is marketed, and before June, when 
the canals are open, and products can be moved on the canals, is the 
time when gold naturally flows abroad, and it comes back in the fall. 

Mr. EwTNG. Have you any reason to expect that the average exports 
of bullion, over imports, will not be in excess for the next two or three 
years, as it has been for seventeen years past ? 

Secretary SheiSman. I would expect more exports, because of our 
home products of gold and silver, which may be stated, in round num- 
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bers, at $85,000,000. If we can bold two-tbirds of it in tbis country, it 
is as mucb as we ckn expect. Tbat would leave a balance of tbirty or 
forty millions to go abroad. And suppose it does go abroad t We 
can stand tbe drain of tbirty or forty millions a year, and still bave a 
large amjonnt of gold and silver in tbis country. (See Appendix No. 12.) 

Mr. EwiNO. Do you not anticipate tbat drain ? 

Secretary Sherman. I would expect it. Our production of gold and 
silver is greater tban is necessary to maintain resumption in tbis coun- 
try, and it will go to belp otber countries. 

Mr. EwiNG. Will it not go abroad irrespective of our demand for it 
bere t 

Secretary Sherman. It depends upon wbicbever demand is the great- 
est. 

Mr. EwiNG. And upon wboever bas tbe most ability to keep itt 

Secretary Sherman. Yes, sir. 

Mr. Ewing. We being tbe debtor nation, and tbe people of Europe 
holding our debts, can tbey not attract gold from us at present ? 

Secretary Sherman. If we are a debtor nation we are also a nation 
-wbicb tbe European nations like to bave for a debtor. Our nation bas 
l)een a productive, active natfon, and foreign capital seeks a favorite in- 
vestment bere. 

Mr. EwiNG. Still, in case of a want of gold abroad tbey bave it in 
their power to get it at any time by tbe sale of our securities. 

Secretary Sherman. Yes ; tbey can recall it if tbey want to do so, 
but tbe chances are that tbey will be more likely to invest in our securi- 
ties in tbe future than tbey have been in tbe past, because this country 
18 a stable country. It bas gone through a great civil war, and it bas 
elements of strength and stability which no European country pos- 



Mr. BwiNa. Our ability to keep gold practically depends upon tbis, 
whether our creditors abroad prefer to hold our bonds or to take our 
goldt 

Secretary Sherman. Certainly. 

Mr. Ewma. If they prefer to take our gold tbey can get it by send- 
ing their bonds bere and selling them. 

Secretary Sherman. Yes. 

Mr. EwiNa. And in tbe past three years, with the balance of trade 
largely in our favor, the excess of exports of specie over imports has 
been forty-two millions a year. 

Secretary Sherman. That is because until last year we have never 
shown a determination to accumulate coin. 

Mr. EwiNa. Our determination to accumulate coin was as strong in 
the month of January last as it ever has been, and yet the balance 
against us in that month was over two million dollars. 

Secretary Sherman. Tbe cause of tbe bonds flowing back was tbe 
fear of unfriendly legislation. The truth is, that (whether tbe fear was 
well or ill founded) a very large amount of our bonds came back which 
had to be paid in gold or silver because of pending legislation, but tbat 
movement has ceased. I got a letter yesterday from tbe highest au- 
thority, stating tbat that movement of bonds had gradually diminished. 

Mr. EwiNa. Still tbe export of gold last Saturday was a million and 
a half of dollars. 

Secretary Sherman. It always is large at this season of tbe year. 
This same gentleman tells me that be does not think tbat the export of 
gold tbis year will be greater tban in former years, but tbat it com- 
menced earlier, caused by the exportation of these bonds from abroad. 
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Mr. EwiNG. Bat tbe indicatioDs are tbat the excess of shipment of 
coin will be kept np as compared with the last three years. 

Secretary Shebman. I hope not at anything like the same rate. 

Mr. Phillips. You have stated that yon have not been able to accu- 
malate gold at all this year. 

Secretary Sherman. Yes; because I would not come into competition 
with the bonds which came back from abroad — caused by the agitation 
of the silver question. 

Mr. Phillips. Can you get coin from 4 per cent, bonds? 

Secretary Sherman. Not just now to any great extent, but I hope 
that it will be better, and that 1 will be able to sell 4 per cent, bonds. 

Mr. Chittenden. Will not the mixed condition of the national bank 
currency be an element of strength in facilitating resumption ? For ex- 
ample, if you were to present national bank currency to a bank for re- 
demption, you must separate the notes. If you take any given amount 
of national bank currency which .you find on "deposit anywhere, you will 
be surprised to find how it represents banks from all sections of the 
country. I take it that no bank can be called upon to redeem any but 
its own issue. 

Secretary Sherman. That is so ; it is almost impossible to sort 
national bank bills. 

Mr. Chittenden. Will that be for you an element of strength or of 
weakness ? 

Secretary Sherman. It will be an element of strength. The diflBculty 
of sorting national bank bills is very great. When they come to sort 
them in the Treasury the bills have to pass through four or five skilled 
hands. First they are sorted into States, then into denominations, and 
then into banks. If you were to try and make a run on any particular 
bank in this country, as they used to do twenty or thirty years ago, it 
would be impossible to do so from the diflSculty of assorting notes of 
different banks. 

Mr. EWJNG. The balance of trade in our favor in the past three years 
has been due not so much to our largely increased exports as to our 
diminished imports, resulting from diminishing purchasing power. 

Tbe total exports for the three years ending June 30, 1874, were }1, 550, 939, 000 

The total exports for the three years ending June 30, 1877, were 1, 656, 201, 000 

Excess of latter over former period 105,362,000 

The total imports for three years ending June 30, 1874, were $1, 836, 137, 000 

The total imports for three years ending June 30, 1877, were 1, 445, 069, 000 

Excess of former over latter period 391,068,000 

Now I wish to ask you whether with the removal of the pressure from 
the country of the threat and preparation for resumption on the 1st of 
January, 1879, we may not expect that the imports will increase, and that 
we will go back to the old condition of importing more than we export, 
and in that way increase this drain of gold and silver ? 

Secretary Sherman. I think that the excessive imports for several 
years before the panic were evidence of tbe greatest extravaerance and 
disregard of expenditure. People went into debt recklessly. That state 
of mind is always induced by a superabundance of paper money. 1 think 
that one of the best resultsof the panic (which was bad enough in depress- 
ing industry) was in stopping this extravagant and reckless importation 
of foreign goods. That is an element of real good which has come out 
of the evil which we have suffered from the past. 

Mr. EwiNG. But you expect to maintain the same volume of paper 
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money, aud you expect to add to that volume a considerable amount of 
specie. That is, you expect to increase the currency as a result of re- 
sumption. Certainly, if this condition of extravagance arises from a 
superabundance of money, that extravagance will be increased very 
largely after resumption, if your theory be correct. 

Secretary Sherman. There is a great deal of difference between irre- 
deemable paper money, which fluctuates in value day by day, and re- 
deemable money which always has a coin standard, and is measured by 
the values of the world. It is not a question of abundance of money 
so much as it is a question of fluctuations of value. A paper which is 
irredeemable and fluctuating always induces speculation. For instance, 
if a man sees that his neighbor has bought a piece of land on which he 
has made a large profit, he goes into speculation himself 5 and one man 
embarks in a hazardous enterprise because another man has done so 
aud has succeeded. Now a redeemable paper money which is always 
at a fixed standard is less likely to produce that kind of speculative 
feverish adventure, even although it may be larger in volume. 

Mr. EwiNa. So you understand that with inflation of currency after 
the 1st of January, 1879, there will not be inflation of values? 
Secretary Sherman. No ; values will be more stable. 
Mr. BwiNa. As a matter of fact, did the greenback currency vary so 
greatly in purchasing power for the three years before the passage of 
the act of 1873 ? 

Secretary Sherman. O, yes. The purchasing power of the greenback 
to-day is at least 60 per cent, more than it was before the panic. 

Mr. BwiNG. Undoubtedly, because of the threatened contraction un- 
der the operation of the resumption law. 

Secretary Sherman. No; but because of our getting back to a coin 
standard. 

Mr. EwiNG. It is because the opinion of the country is that we must 
submit to an enormous contraction of our paper money, which is the 
currency with which business is done, in order to reach and maintain 
resumption. 

Secretary Sherman. You and I differ about that. I have given you 
my view. I tell you that 1 think the falling off o£ importations is not 
an unfavorable sign. Every man knows now that money is money, and 
that he has to earn it. It is an evidence of more stable and economical 
managem.ent of affairs. 

Mr. EwiNG. Do you expect the business of the country to revive after 
resumption ? 

Secretary Sherman. I think so. 

Mr. EwiNG. Will not the imports increase largely as a necessary re- 
sult of that revival, and will not, therefore, the balance of trade more 
likely turn against us by the increase of imports, the present favorable 
balance being due chiefly to the falling off of imports I 

Secretary Sherman. I doubt very much whether the importations to 
this country for many years will equal what they were for the three or 
four years before the panic. The whole course of our industry has 
changed within the last three or four years. We are manufacturing 
now a great many things which we did not manufacture then. We are 
embarking in a great many industries which did not exist here before 
the panic. Prices have been reduced so that we can almost compete 
with any nation, and we export now many articles which we did not 
think of making until the last few years. When we manufacture upon 
the basis of a coin standard, like Great Britain and France, we can 
compete with those nations, because we have over them the great ad- 
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vantage of raw products. To be sure we have the disadvaatage of 
higher-priced labor. Our labor is more intelligent and higher-priced. 

The Chairman. And the disadvantage of higher-priced money. 

Secretary Sherman. Yes ; but when we get down to compete with 
them on the same money, our natural advantages would countervalue 
the difference in wages and the difference in interest of money. We 
are now manufacturing a great variety of articles which were never 
mauutactured in this country before. Values now — even gold values — 
lare lower than they were before the panic all over the country. The 
same amount of money represents now a greater amount of either im- 
ports or exports than it did then, because nothing is truer than the fact 
' than that that general revulsion which overcame us like a cloud extends 
all over the civilized world. 

Mr. EwiNa. My belief is that on any revival, any letting up of the 
pressure caused by the resumption law, the imports will increase rela- 
tively to exports, and the old balance of trade will be reestablished 
against ns, and the drain of gold will return in its full force. (See Ap- 
pendix Ko. 13.) 

Mr. Phillips. Will not the coin-certificates become a part of the cur- 
rency, when specie payment comes, and so fill up the void made by the 
retirement of the legal-tenders, and probably neutralize the effect of the 
retirement of the legal-tenders ? 

Secretary Sherman. I think they will ; but these coin-certificates are 
now represented by actual money on hand. 

Mr. Phillips. They increase the responsibility of the Treasury just 
in proportion. They will go into circulation, will they not? 

Secretary Sherman. Yes. It does not make any difference whether 
currency is represented by coin-certificates or by aotual coin. If they 
draw out coin, that coin goes into a general circulation, and if they 
leave it with us, then the certificates go into circulation. 

Mr. Phillips. But these coin-certificates will then go into generisLl 
circulation as they do not go now. 

Secretary Sherman. Coin-certificates do go into the general circula- 
tion for coin purposes now. They are largely used. 

Mr. Phillips. But will they not go in for general purposes as circu- 
lation I 

Secretary Sherman. Perhaps they will. 

Mr. Phillips. There has been $35,000,000 of legal-tender notes re- 
tired under the resumption act ! 

Secretary Sherman. Ye^. 

Mr. Phillips. Of that amount I have been informed that $15,000,000 
has been in small notes 5 what rule have you to govern the Treasury in 
that respect ? 

Secretary Sherman. I am glad you mentioned that, because I would 
like to correct a misapprehension on that point. We always give to 
every man who makes a demand upon the Treasury any kind of bills be 
wants. We do not seek to force one-dollar, two-dollar, five-dollar, 
twenty-dollar, or one-hundred-dollar bills. Every person who presents 
a draft at the Treasury gets the paper money he wants. 

Mr. Phillips. But the practical result is that some $15,000,000 of 
small bills have been retired, to the detriment of small change. 

Secretary Sherman. Our impression is that that is a mistake. 

Mr. Phillips. It has been so stated to me. 

Secretary Sherman. I can give you the fact exactly. I suppose it is 
because the banks, to whom the great body of the paper money is paid 
out, do not wish to handle small bills, and require large ones ; but any- 
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body wbo wants the small bills can have them. I will give the exact 
amoant at different dates, so that you will see how much the circulation 
of small bills has fallen off.* 

Mr. Phillips. Do you think that the proportion of small bills retired 
has not been much greater than the proportion of large bills retired ? 

Secretary Sherman. I do not know. I would rather give you the 
€xact figures. General Butler talked to me yesterday about it, and I 
told him what I say to you. We never have attempted to withdraw the 
ones and twos from circulation. 

Mr. Phillips. But have they not gone out of circulation under the 
resumption act ? 

Secretary Sherman. Not to any very great extent. They do not go * 
out simply because the banks and others who draw large amounts do 
not take them as freely as the people wish to have them. The banks (*o 
not wish to handle them. 

The Chairman. It seems to me that upon your theory on resumption 
it would b^ very important that greenbacks should be used for our four 
per cent, bonds. 

Secretary Sherman. Tes, sir. 

The Chairman. And that if they can be also received for duties at 
the custom-house it would help you in resumption. 

Secretary Sherman. Yes. As soon as we resume, or are ready to 
Tesume, we ought to receive greenbacks for customs-duties. 

The Chairman. And bring them on a par with gold also by making 
them exchangeable for bonds. 

Secretary Sherman. Yes ; or redeem such as are presented in coin. 

The Chairman. On that theory of resumption you would resume 
already, in order to have practical resumption. 

Secretary Sherman. Yes; that is resumption, and we would not 
know about it. Withiu a year we have seen a decline of 9 per cent, 
between greenbacks and gold. In December, 1876, gold was 110 per 
cent., and we have since had that decline and nobody has been hurt by it. 

Mr. Bell. Suppose the greenbacks were to obtain an equality in 
value with gold, how would the repeal of the resumption act then affect 
resumption ? 

Secretary Sherman. The repeal of the resumption act would prevent 
me from maintaining resumption by the sale of bonds. That would be 
the first thing. Then the resumption act is the only provision of law 
which requires me to redeem United States notes in coin. 

Mr. Ewing. But you are at liberty to do so. If the resumption act 
were repealed, you might maintain an equivalency of paper and coin ? 

Secretary Sherman. No. It is perfectly clear that I have no right 
to exchange One form of money for another. 

Mr. EwiNG. But you could pay out gold and silver. 

Secretary Sherman. Yes. 

Mr. EwiNa. And you could thus maintain an equality of coin and 
paper upon your theory, which is, that as soon as paper and coin are 
equal nothing will be likely to occur to disturb the equilibrium ? 

< — — ^ — — . — — — 

* Statement of one and two dollar United States notes outstanding at the dates mentioned. 
Date. Ones. Twos. Totals; 

June 30,1873 28,911,309 34,210,^56 63,122,165 

June 30, 1874 26,571,512 28,117,438 54,688,950 

June 30, 1875 27,416,863 26,345,326 53,762,180 

Jane 30, 1876 28,007,504 27,480,479 55,487,983 

June 30,1877 25,160,297 25,369,825 50,530,122 

April 1, 1878 : 22,744,288 22,707,443 45,451,731 
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Secretary Sherman. There will be more or less fluctuation, and we 
must be prepared to meet those fluctuations, so that, if greenbacks be- 
come superabundant, we can get gold for them ; or if, on the other hand, 
gold becomes a drug, as it may, it will be deposited for greenbacks. 

Mr. EwiNG. But if greenbacks become superabundant, and are pre- 
sented to the Treasury for redemption, you will have to pay them out 
again ? 

Secretary Sherman. Yes, as soon as the equivalency is restored. 

Mr. EwiNG. That is, you will hold whatever greenbacks come in 
until there is an equivalency ? 

Secretary Sherman. Yes ; that is the effect of it. 

Mr. Phillips. Would it not be safer, by legislation and by taking 
^eenbacks for customs-duties, to secure and maintain an equalization 
of values in that way rather than by resumption to authorize the com- 
bination of bankers to drain away the only credit resources in the 
Treasury ? 

Secretary Sherman. I think not ; unless you maintain this equiva- 
lency you have no right, under your law, without violating your prom- 
ise, to receive anything but coin in payment of customs-duties. 

Mr. Phillips. There may be various means of bringing up greenbacks 
by equalizing values. Would it not be safer for us to legislate so as to 
preserve an equality in values rather than to have forced resumption ? 

Secretary Sherman. No ; because legislation is not powerful enough 
to do what can only be done by the actual redemption of the notes on» 
presentation. No law can make two things equal to each other in 
values. 

Mr. Phillips. Can the law force you to resume if you have not the 
coin to do it ? 

Secretary Sherman. No; but we have the coin. As a matter of 
course, if we had not the coin we could not resume, but if we have the 
coin we can resume. 

Mr. EwiNG. I understand that your idea is to exercise about the same 
power which is exercised by the Bank of England in regard to these 
legal-tender notes. 

Secretary Sherman. No ; because the Bank of England loans out its 
notes for profit. That is its business. 

Mr. EwiNG. The Bank of England, when a drain sets in, interrupts- 
the movement of circulation by taking in its notes and not paying thenar 
out until the drain is checked. In that respect your idea of maintaining 
resumption is the same. 

Secretary Sherman. Yes. When the notes are presented, the Secre- 
tary of the Treasury pays them in coin, silver or gold, at his discretion.. 
When, in his judgment, it is wise to pay out these notes, either on the 
public debt or on the interest of the public debt, to those who are willing 
to take them, or any current expenses, he does it. 

Mr. EwiNG. But he would not pay them out 

Secretary Sherman. Unless they were equivalent to coin. 

Mr. EwiNG. And he would judge of their equivalency by^ the drain' 
upon the Treasury ? 

Secretary Sherman. He would never be likely to pay out these green- 
backs if they were to come back again on him for coin ; and he would 
not be wise if he did it. 

Mr. EwiNa. In that respect, he maintains resumption by exercising 
the same power and control over the paper currency as the Bank of 
England doest 

Secretary Sherman. Yes, sir. Practically, that is done by the assist- 
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ant treasurer in Few York. I know every day how much coin-certifi- 
cates are ontstandiug and how much coin there is in the subtreasury. 
Every day these certificates are presented for redemption and somebody 
else deposits coin for other certificates, and thus the thing goes on, in 
ebb and flow, sometimes to the amount of a million or two a day. I see 
nothing of it, but I see the subtreasury reports every day. One man 
brings gold to the subtreasury and gets certificates, and another man 
brings the certificates and draws out the gold. 

Mr. EwiNG. I think I have your idea pretty clearly that your control 
in putting out legal tenders or withholding them is the lever by which 
their convertibility is to be maintained I 

Secretary Sherman. Yes ; and then there is, too, the fact that the 
Secretary is under the constant eye of Congress if he abuses his powers, 
because a great power is less liable to be abused than a small one. The 
eye of the public is on the Secretary in the exercise of power of this 
kind, and it is not likely to be abused. If there is any sign of his 
abusing it. Congress is always present to prevent it. The Secretary 
Tvould not dare to sell bonds to raise gold for resumption while he has 
any notes on hand unless there is a drain for, the gold. All these pow- 
ers will be exercised under the eye of Congress. 

Mr. EwiNG. If there is a drain of gold you would sell bonds ? 

Secretary Sherman. The Secretary might sell bonds, and again, 
when greenbacks were abundant in the Treasury, he might make a call 
for six per cent, bonds, as I have done. I exercised my discretion in the 
matter last December, and I made a mistake in making a call for 
$10,000,000 of bonds which had better not have been made. I under- 
estimated the effect of pending legislation. I did it under my discre- 
tion ; but I did not sell enough bonds to redeem that call. So the Sec- 
retary of the Treasury, administering under this law, if he found coin 
or greenbacks accumulating in his hands, would make a call of six per 
cent, bonds and would pay them off and sell four per cent, or four and 
a half percent, bonds — whichever was the current bond in the market — 
and thus make good his money. That operation would go on without 
diflSculty. That is the way, at least, that I would conduct it if I were in 
charge. 

Mr. Hartzell. I understood you to say that, in order to complete 
your preparations for resumption, additional bonds to the amount of, 
perhaps, fifty millions would have to be sold between now and the 1st 
of January. 

Secretary Sherman. Yes; T think so. 

Mr. Hartzell. Is it your expectation that, after resumption day, 
you will have to continue the sale of bonds at different periods for the 
purpose of maintaining the specie reserve? 

Secretary Sherman. Not at all. If I would sell any bonds at all after 
that, I would sell them merely for the purpose of refunding. It might 
be that, to meet a sudden drain, 1 would sell bonds in order to accumu- 
late coin ; but the very moment the drain ceased I would use the coin 
or the greenbacks which I had received in calling in six per cent, bonds. 
Under that the whole of the public debt might be reduced to 4 per cents., 
if that should prove to be the ultimate rate of interest in this country. 

Mr. Hartzell. But the interest-bearing debt of the country has to 
l}e increased in order to bring about this result. 

Secretary Sherman. Yes 5 in the absence of surplus revenue. There 
is no other way except by the increase of the public debt temporarily. 
We would have the coin to represent the bonds. That is all. 

The conference here ended. 
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APPENDIX. 

Appendix No. 1. 
Statement of gold and silver in the Treasury on the Xsi of February ^ 1877 



Ooldcoin $71,944,129 47 

GoldbuUion 8.720,150 25 



Less amooBt to credit of disbnrsing-offioers and ontstaod* 

ing checks y, 3.074,445 45 

Less gold-certificates actnaUy oatstanding 50, 791, 240 00 

Less called bonds and interest 10,117.672 63 

Less interest due and unpaid 9,993,750 26 



• 180,664,279 72 



73, 977, 108 34 



Available gold coin and bullion '. $6,687,171 38 

Silver coin '. $2,228,898 02 

Silver bulUon 3,211,796 21 

$5, 440, 694 23 

Less outstanding checks ". 191,194 58 

Available silver coin and bullion 5,849,59!j) 71 



Available gold and silver coin and bullion 11,936,771 Q9 

Appendix No. 2. 
Statement of coin and bullion in the Treasury February 1, 1878.* 



Held by- 



Treasurer United States, Washington. . . 

Assistant treasurer United States, New 
York 

Assistant treasurer United States, Boston 

Assistant treasurer United States, Phila- 
delphia 

Assistant treasurer United States, Saint 
Louis ,. 

Assistant treasurer United States, San 
Francisco 

Assistant treasurer United States, New 
Orleans 

Assistant treasurer United States, Balti- 
more 

Assistant treasurer United States, Cin- 
cinnati 

Assistant treasurer United States, Chi- 
cago 

Mint, Philadelphia 

Mint, San Francisco 

Mint, Carson City 

Mint, Denver 

United States assay-office, New York ... 

United States assay-office, Boise City. ... 

United States assay -office, Charlotte 

United States assay-office, Helena 

First National Bank, Milwaukee, Wis. . . 

First National Bank, Portland, Oreg 



Totals 104,414,331 34 



GU>ld coin. 



$397, 628 39 

92, 024, 604 20 
659, 618 47 

454, 884 35 

274, 722 64 

1, 854, 963 38 

1, 120, 121 66 

509,154 30 

280, 064 83 

528,326 04 

1, 403, 416 24 

978, 757 74 

224,154 54 

3, 000 00 

3, 672, 671 37 



28, 078 19 
165 00 



Gold bullion. 



$3, 367, 713 26 



637, 557 34 

5, 039, 352 92 

73, 693 61 



2, 079, 834 24 



11, 198, 151 37 



Silver coin. 



$201, 679 74 

1, 171, 368 14 
392,540 55 

809, 674 75 

273, 045 33 

146, 608 35 

224, 170 16 

166,450 22 

217, 877 33 

253, 549 38 

748, 546 67 

41, 327 65 

427, 894 76 

100 00 

21, 148 22 

500 00 

200 00 

500 00 



5, 097, 181 25 



Silver bullion. 



$671, 116 55 
893, 651 51 
214, 462 31 



1, 048, 137 70 



2, 827, 368 07 



* The items to be deducted are the following, taken from page 4 of Senate interview : 

Amount to credit of disbursing-officers and outstanding checks $6, 189, ^6 60 

GU>ld-certiflcates actually outstanding , 44,496,500 00 

Called bonds and interest 6,818,6T7 39 

Interest due and unpaid 4,909,705 21 

62,416,509 10 
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Appendix No. 3. 

[In reply to inquiry No. 1. Letter of March 28, from Hon. A. H. Bnckner.] 

Statement of coin and bullion in Treasury at close of business February 28, 1878. 



65 



Held by— 



Grold coin. 



Gold bnllion. 



Silver coin. 



Silver bullion. 



Treasnrer United States, Washington 

Assiatant treasnrer United Stat^ New 
York 

Assistant treasurer United States, Boston 

Assistant treasuier United States, Phila- 
delphia 

Assistant treasurer United States, Saint 
Louis — 

Assistant treasnrer United States, San 
Francisco 

Assistant treasurer United States, New 
Orleans 

Assistant treasurer United States, Balti- 
more 

Assistant treasurer United States, Cin- 
oinnati 

Assistant treasurer United States, Chi- 
cago 

Ikfint, Philadelphia 

Mint, San Francisco 

Mint, Carson City 

Mint, Denver 

United States assay-office, New York 

United States assay-office, Boise City 

United States assay-office, Charlotte 

United States assay-office. Helena 

National banks and depositaries 

In transit 



$675, 899 51 

19. 699. 528 09 
577 50 



663, 
467, 
276, 
2,458, 
1,168, 
519, 
251, 

665, 
2,829, 
4,045, 

655, 

3, 

3,672, 



13, 367, 713 26 



415 70 

031 00 

100 00 

719 00 

391 50 

636 00 

527 50 
834 32 
079 73 
147 80 
000 00 
671 37 



556, 035 45 

1, 887, 305 36 

46, 412 00 



2, 079, 834 24 



300, 150 03 



$179, 377 97 

1, 407, 992 53 
379,903 05 

797, 294 75 

263, 694 98 

149, 260 81 

217, 575 95 

157, 218 52 

211, 828 16 

248, 319 12 

887, 057 86 
72,920 54 

225, 145 33 
100 00 
21, 148 22 
500 00 
200 00 
500 00 
456 45 

455,000 00 



1,244.000 00 
904, 861 65 
175, 974 98 



630, 741 02 



Total. 



118, 351, 709 05 



7, 937, 300 31 



5, 675, 494 24 



8, 955, 577 65 



Treasury United States, 

Washington, D. C, March 30, 1878. 



Appendix No. 4. 
Statement of coin and bullion in the Treasury March 28j 1878. 



Date. 


Offices, &c. 


Grold coin and 
standard sil- 
ver dollars. 


Fractional sil- 
ver coin. 


Gold and silver 
bulUon. 


1878. 
March 27 


Treasury of United States, Washington . . 
Assistant treasury, Baltimore 


1676, 282 68 

511, 688 00 

100,128,068 09 

271, 109 97 

975, 607 50 

233,659 50 

62.3, 807 00 

279, 373 00 

1, 139, 747 00 

2,803,900 00 

2, 938, 910 93 

1, 245, 220 75 

1,903,552 50 

933. 0.32 05 

3,000 00 


$958, 165 65 
149, 093 52 
1, 374, 628 52 
791,004 75 
370,333 46 
207, 141 33 
247, 819 89 
251,208 84 
213, 706 76 
150,648 66 




27 




27 


Assistant ti'easnrv. New York 


$3, 367, 713 26 


27 


Assistant treasury, Philadelphia 


25 


Assistant treasury, Boston 

Assistant treasury, Cincinnati 




25 




25 


Assistant treasury, Chicago 




25 


Assistant treasury, Saint Louis 




23 


Assistant treasury, New Orleans 




19 


Assistant treasury, San Francisco 

National-bank depositories 




23 




23 


Mint United States, Philadelphia 


642, 114 97 
79,260 86 
279, 260 09 
100 00 
20, 951 89 
1, 200 00 


1,633,609 46 

4, 927, 353 92 

65,387 97 


16 
9 


Mint United States, San Francisco 

Mint United States, Carson 




Mint United States, Denver 


23 


United States assav-office New York 


3, 670, 849 85 




Other small assav-offices 






Totals 








114, 666, 958 97 


5, 736, 639 19 


13, 664, 914 46 







Note.— Standard silver dollars included above, 454,711. 

H. Mis. 62 5 
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Appendix No. 5. 
• Comparison of condition of the Treasury April 1, 1877, and April 1, 1878. 



Balances. 



1878. 



Currency 

Special fund for the redemption of fractional currency 

Special deposit of legal-tenders for redemption of certificates of 
deposit C. 



|8, 184, 863 58 



$751,851 35 

10, 000, 000 oa 



Coin . 

Coin-certificates 

Coin, less ooin-certifloates 

Outstanding called bonds 

Other outstandine coin liabilities 

Outstanding legal-tenders 

Outstanding fractional currency 

Outstanding silver coin 

Total debt less cash in Treasury 

Reduction of debt for March 

Keduction of debt since July 1 

Market value of gold 

Imports (13 montns ending February 28) . 
Exports (13 months ending February 26) . 



35, 155. 

86, 81«<, 

48, 279, 

38,538, 

5, 262, 

6, 786, 

362,656, 

23,440, 

29, 937, 

2, 074, 674, 

*14, 107, 

*24, 765, 

420, 199, 
603,631, 



000 00 
285 26 
400 00 
885 26 
900 00 
028 00 
204 00 
512 08 

001 43 
126 63 
016 41 
218 36 
105 00 
831 00 
538 00 



25, 215, 

138, 357, 

57,883, 

80, 474, 

7,305, 

4,643, 

347, 848, 

16, 950, 

38,662, 

2, 039, 723, 

2, 313, 

20,434, 

475, 638, 
637, 757. 



000 00 
608 14 
400 00 
208 14 
200 00 
276 28 
712 00 
115 62 
487 02 
514 31 
614 77 
708 95 
101 25 
634 00 
892 00 



'"'This reduction includes $9,553,800 Geneva award bonds canceled. 
Treasury Department, "Warrant Division. 

Appendix No. 6. 

Circulation and deposits and specie of the State hanks, 1857 and 1860. 





Circulation. 


Deposits and 
bank bal- 
ances. 


Total. 


Specie. 


Batios of specie to— 


Years. 


Circulation. 


Ciroulation 
and deposits. 


1857 


$214, 778, 822 
207, 102, 477 


$230, 351, 352 
253, 802. 129 


$445, 130, 174 
460, 904, 606 


$58,349,838 
83,594,537 


Per cent. 
27.2 
40.4 


Per cent. 

13.1 


I860 


18.1 







Compiled from statement in Finance Eeport, 1876, pages 204, 205. 
Circulation^ deposits, and cash reserve of the national hanks, Decemher 28, 1877. 

LIABILITIES. 

Circulation $299,240,475 

Deposits 661,575.577 

Total 960,816,052 

CASH RESERVE HELD. 

Gold coin $5,506,556 

Silver coin 4,300,274 

United States gold-certificates 23,100,920 

Total specie 32,907,750 

Legal-tender notes $70,568,248 

United Sutes certificates for legal-tenders 26,515,000 

Total legal-tenders 97,083,248 

Five per cent, redemption fund 15, 028, 340 

Total cash reserve 145,019,338 

Katio of legal-tender funds to circulation 48. 4 per cent. 

Hiatio of legal-tender funds to circulation and deposits 15. 1 per cent. 
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Circulation^ deposits^ and cash resources of the national hanks Becemher 28, 1877. 

LIA13ILITIEB. 

Circulation 1299,240,475 

Deposits V 661,575,577 

Total 960, 816, 052 

CASH RESOURCES. 

Gk.ld coin $5,506,556 

Silver coin 4,300,274 

United States gold-certificates 23,100,920 

Totalspecie 32,907,750 

Legal-tender notes $70,568,248 

United States certificates for legal tenders 26,515,000 

Total legal tenders 97,083,248 

Five per cent redemption fund 15,028,340 

United States bonds, par value, $285,887,350 ; currency value, $405,181,717 405, J 81, 717 

Total cash resources 550,201,055 

Ratio of cash resources to circulation 183+percent. 

Hatioof cash resources to circulation and deposits 57.3 percent. 

Abstract 9f reports made to the Comptroller of the Currency, showing the condition of the na- 
tional banks in the United States, including national gold banks, at the close of business on 
Friday, the 2Sth day of December j 1877. 



Ke sources. 



Loans and discounts 

O verdraftfl 

United States bonds to secure circulation 

United States bonds to secure deposits 

United States bonds on hand 

Other stocks, bonds, and mortgages — 

Due from approved reserve agents 

Due from other national banks 

Due from State banks and bankers 

Real estate, furniture, and fixtures — 

Current expenses 

Premiums paid 

Checks and other cash items 

Exchanges for clearing-house 

Bills of other national banks 

Fractional currency 

Specie, viz : 

Gold coin $5,506,556.39 

Silver coin 4,300 274.31 

U. S. gold certificates .23,100,920.00 

Legal-tender notes 

United States certificates of deposit for 
legal-tender notes 

Five per cent, redemption fund with 
Treasurer 

Due from Treasurer other than redemp- 
tion fund 



Aggregate. 



$878, 055, 

3, 801, 

343, 869, 

13, 538, 

• 28, 479, 

32, 169, 

75, 960, 

44, 123, 

11, 479, 

45, 511, 

8, 958, 

8, 841, 

10, 265, 

64, 664, 

20, 312, 

778, 



305 95 
438 92 
550 00 
000 00 
800 GO 
491 03 
087 27 
924 97 
945 65 
932 25 
903 60 
939 09 
059 49 
415 01 
692 00 
084 78 



32,907,750 70 
70, 568, 248 00 
26, 515, 000 00 
15,028,340 14 
1, 465, 236 94 



1, 737, 295, 145 79 



Liabilities. 



Capital stock paid in 

Surplus fund 

Other undivided profits . . 

Natiooal bank notes out- 
standing* 

State bank notes out- 
standing 

Dividends unpaid 

Individual deposits 

United States deposits.. 

Deposits of United States 

disbursing oflBcers 

Due to other rational 
banks . 

Due to State banks and 
bankers 

Notes and bills redis- 

counted 

Bills payable 

Aggregate 



$447, 128, 771 00 

121,618,455 32 
51, 530, 910 18 



299,240,475 00 

470, 540 00 

1, 404, 178 34 

604, 512, 514 52 
6, 529, 031 09 

3, 780, 759 43 

115, 773, 660 58 
44, 807, 958 79 



4, 654, 784 51 

5, 843, 107 03 



1, 737, 295, 145 79 



* The amount of circulation outstanding at the date named, as shown by the books of this office, was 
$321,672,.'>05 ; which amount includes the notes of insolvent banks, of those in voluntarv liquidation, 
and of those which have deposited legal-tender notes under the act of June 20, 1874, for the purpose of 
retiring their circulation. 

JNO. JAY KNOX, 
Comptroller of the Currency. 
Treasury Department, 

Office Comptroller of the Currency, 

Washington, February 16, 1878. 
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Appendix No. 7. 

Statement slunoing the apparent and probable condition of the United States Treasury, tn- 
cluding the proposed accumulation of $50,000,000 coin. 



Apparent. 



Probable. 



Demand liabiUtiea, April 1, 1878 : 

Leeal-tender notes 

Com-oertifioateB 

Interest overdae 

Debt, matured and interest 

Carrency-certifioates 

Fractional currency 

Demand notes 

Unclaimed Paciflo Railroad interest , 

Totals 

Demand resources, April 1, 1878 : 

Coin 

Currency 

Totals 

Percentage of resources to liabilities 



$347,848,713 00 

57, 883, 400 00 

4, 121, 146 77 

8, 439, 391 04 

25, 215, 000 00 

16, 950, 115 62 

62,342 50 

7, 267 03 



1340, 000, 000 00 

57, 883, 400 00 

4,000,000 00 

8. 000, 000 00 

25, 215, 000 00 



460, 527, 374 96 



138,357,608 14 
35, 966, 851 35 



174, 324, 459 49 



.37 



435, 098, 400 00 



188, 357, 608 14 
35, 966, 851 35 



224,324,459 49 



.51 



Appendix No. 8. 



Statement shovcing resources and liabilities of certain European banlcs at dates mentioned below 



Bank of England 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Bank of France 

Bank of Grermany 

Kational Bank of Belgium 



1818 


•26,202.000 


1820 


24,299,000 


1822 


17, 465, 000 


1824 


20, 132, 000 


1826 


21,564.000 


1823 


21. 358, 000 


1830 


21, 465, eOO 


1832 


18,320,000 


1834 


19, 195, 000 


1836 


18, 018, 000 


1838 


19,488,000 


1840 


17, 170, 000 


1842 


20,332,000 


1844.... 


21,485,000 


1846 


21, 390, 000 


1878. 




Feb. 20 


26,584,674 


Feb. 14 


99, 350. 000 


Feb. 7 


30. 967. 000 


Feb. 7 


13, r. 0,000 



|7, 928, 000 
4, 421, 000 
6,399,000 
9, 680, 000 
7,200,000 
10, 201, 000 
11. 621, 000 
10,278,000 
13,300,000 
12, 040. 000 
8,922,000 
6, 254. 000 
8, 690, 000 
12, 138, 000 
16,322,000 

28, 054. 497 
21, 193, 000 
10,311,000 
2,330,000 



134, 130, 000 
28, 7S0, 000 
23, 864. 000 
29, 812. 000 
28, 764, 000 
31, 559, 000 
33, 086, 000 
28, 598, 000 
32, 495, 000 
30,058,000 
28, 410, 000 
23, 424, 000 
29,022,000 
33, 623, 000 
37, 712, 000 

54, 639, 171 
120, 543, 000 
41.298,000 
15, 500, 000 



$6, 363, 000 
8, 211, 000 
10, 098, 000 
11, 787, 000 
6,754,000 
10, 4S9, 000 
11, 150, 000 
7,514,000 
7,303,000 
5.250.000 
9, 540, 000 
4, 299, 000 
9,729,000 
15, 315. 000 
16, 388, 000 

24, 730, 793 

78, 896, 000 

24, 759, 000 

3, 991, 000 



.18+ 
.28+ 
.42+ 
.39+ 
.23+ 
.33+ 
.33+ 
.26+ 
.22+ 
.17+ 
.33+ 
.18+ 
.33+ 
.45+ 
.43+ 

.45+ 
.65+ 

.58+ 
.25+ 






2.13.2. 
a. 12.0. 

Nil. 
Nil. 
NU. 
Nil. 
Nil. 
Nil. 
Nil. 
Nil. 
Nil. 
Nil 
Nil. 
NU. 
NU. 

Nil. 



APPENDIX Ko. 9. 

An estimate of the atnoant of gold and silver bulIioD and coiu in the 
United States April 1, 1878. 

GoM. 

In United States Treasury (including bullion fund of 

mints and assay office) October 31, 1877 $125, 122, 843 94 

In national banks (exclusive of coin-certificates) Octo- 
ber 1, 1877 4,867,909 18 

In California banks 18, 000, 000 00 

Private banks (Pacific coast) 2, 000, 000 00 

State and county treasuries (Pacific coast) 4, 000, 000 QO 
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Merchants and individaals (Pacific coast) $4, 000, 000 00 

Unpaid deposits, United States mints 600, 000 00 

Smeltery and private refiners (exclusive of the Pacific 

coast) 500,000 00 

Gold bullion in California 1, 500, 000 00 

In private hands, including bullion dealers, savings- 
banks, and private bankers east of the Eocky Mount- 
ains 16, 000, 000 00 

In State banks 2,000,000 00 

177, 490, 753 12 

Production from October 31 to April 1 20, 000, 000 00 

Approximate excess of imports over exports 2, 000, 000 00 

199,490,753 12 
Silver, 

Fractional coin in States east of the Rocky Mountains, in- 
cluding trade-dollars and Mexican coin, October 31, 1877 . $42, 000, 000 

California banks 2,000,000 

Private banks (Pacific coast) 500,000 

State and county treasuries (Pacific coast) 500, 000 

Merchants and individuals (Pacific coast) 500, 000 

Silver bullion (Pacific coast) 2, 000, 000 

Silver bullion in hands of smelters and refiners east of the 

Rocky Mountains 1, 000, 000 

48,500,000 

Silver bullion in mints 2, 000, 000 

Production from mines to April 1 15, 000, 000 

65,500,000 

I have not the data necessary to ascertain to which of the foregoing 
items should be credited the gain of gold and silver since October 31, 
1877. It may be stated, however, that the Treasury stock has been in- 
creased, and the amount of trade and Mexican dollars which have gone 
into circulation may be set down at not less than 4,000,000, exclusive of 
about 1,200,000 trade-dollars in the mints. 

According to the above estimate the amount of gold 

coin and bullion now in the country is $199, 490, 753 12 

And silver coin and bullion 66,500,000 00 

Total 264,990,753 12 

Allowing for gold and silver used in the arts and for manufacturing 
purposes and possible overestimation, say $15,000,000, the total amount 
of gold and silver in the country may be set down at about two hun- 
dred and fifty millions of dollars, of which about fifty millions are in the 
form of fractional silver, trade-dollars, and Mexican coin, and $1,200,000 
in standard silver dollars. 

THE PRESENT AVERAGE PRODUCTION OF GOLD AND SILVER FROM 
THE MINES OF THE UNITED STATES. 

I have availed myself of every facility to procure full information in 
relation to the product of the gold and silver mines of the United States, 
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for the purpose of estimating approximately the present aDDual yield, 
with the following results, based upon the production for the first six 
months of the year and the average monthly outturn since, so far as it 
was possible to ascertain the same : 



state or Territory. 


Gold. 


Silver. 


Total. 


California 


115,000,000 
18, 000, 000 
3,200,000 
1,500,000 

350,000 
3,000,000 

300,000 

175,000 
1,000,000 

300,000 
2,000,000 


11,000.000 

26, 000, 000 

750,000 

250,000 

5, 075, 000 

4,500,000 

500,000 

500,000 

100,000 

50,000 


116, 000, 000 
44,000,000 


Nevada 


^Montana ............................................. .... 


3,950,000 
1, 750, 000 
5, 425, 000 
7,500,000 
800 000 


Idaho 


Utah 


Colorado .....J............................................ 


Arizona 


New M«xiCM - - 


675,000 
1, 100, COO 

350,000 
2.000,000 

200.000 


Oreffon . ......... ........................... ........... 


"Washington - 


Dakota 


Liake Superior - 


200,000 


"Virginia ..••. 


50,000 

- 100,000 

100,000 

25,000 


50 000 


North Carolina 




100,000 


Georgia - 




100,000 


Other sources 


25,000 


50,000 






Total 


45, 100, 000 


38, 950, 000 


84, 050, 000 





It is impossible to state with any degree of accuracy how long this 
large rate of production will be maintained. A gradual increase may 
be expected in Montana and Arizona, and there is nothing to indicate 
a decrease in any bullion-producing State or Territory, except in the 
State of Kevada, and that depends upon contingencies which to a 
great extent must be a matter of conjecture only. Several mines in 
different localities in that State have within the last year or two been 
opened and are producing consid-erable bullion, but whether they, and 
others which in the mean time may be discovered, will yield sufilcient 
to make up the decrease, which, unless other ore-bodies on the Comstock 
shall be found, must sooner or later take place, is somewhat doubtful. 

The superintendent of the mint at San Francisco has furnished, at 
my request, a statement, embraced in the appendix, of the yield of about 
thirty different mines, the bullion from which finds a market in San 
Francisco. 

The yield of bullion from the two mines which embrace the great ore- 
chimney discovered in 1874 in the Comstock lode has, according to the 
official statement of the managers, amounted, up to October 31, 1877, to 
$78,852,918.48, of which $36,736,347.91 was gold. These mines are now 
producing at the rate of nearly three million dollars per month. 

H. E. LINDERMAK, 

Director of the Mint, 

Treasury Department, April 3, 1878. 
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Appendix No. 10. 

Statement of imports and exports of specie {coin and bullion) during the fiscal years ended June 
30, 1865, to 1877, inclusivej and the seven months ended January 31, 1878. 



Fiscal years ended June 30— 



Coin and bullion. 



Exports. 



Domestic. Foreign. 



Total. 



Imports. 



Excess of— 



Imports. 



Exports. 



1865. 
1866. 
1867. 
1868. 
1869. 
1870. 
1871. 
1872. 
1873. 
1874. 
1875. 
1876. 
1877. 



July.... 

An jnist 

September . 
October . . . . 
November . 
December . 



1877. 



January . 



1878. 



164, 618, 124 
82, 643, 374 
54, 976, 196 
83, 745, 975 
42, 915, 966 
43, 883, 802 
84, 403, 359 
72, 798, 240 
73, 905, 546 
59, 699, 686 
83. 857, 129 
50, 038, 691 
43, 134, 738 



4,197,923 
1, 66.5, 357 
2, 2.39, 416 
1, 693, 583 
l,197,73;i 
1, 539, 446 



3, 230, 996 



|3, 025, 102 

3, 400, 697 

5, 892, 176 

10, 038, 127 

14, 22.2. 414 

14, 271, 864 

14, 038, 629 

7, 079, 294 

10, 703, 028 

6. 930, 719 

8, 275, 013 

6, 467, 611 

13, 027, 499 



285, 641 
388,526 
844, 195 
317, 379 
367, 121 
380,451 



522,758 



$67, 643, 226 
86, 044, 071 
60, 868, 372 
93, 784, 102 
57, 138. 380 
58, 155, 666 
98, 441, 988 
79, 877, 534 
84, 608, 574 
66, 630, 405 
92, 132, 142 
56,506,302 
56, 162, 237 



4, 483, 564 
2, 0.53, 883 
3, 083, 611 
2, 010, 962 
1, 564, 654 
1, 919, 897 



3, 753, 754 



19, 810, 072 
10, 700, 092 
22, 070, 475 
14, 188, 368 
19, 807, 876 
26, 419, 179 
21,270,024 
13, 743, 689 
21, 480, 937 
28, 4S4, 906 
20, 900, 717 
15. 936, 681 
40, 774, 414 



1, 107, 814 
1, 642, 143 
3, 840, 382 
1, 717, 793 
2, 266, 083 
1, 670, 265 



1, 790, 964 



1756, 771 



701, 229 



$57, 833, 154 
75, 343, 979 
38, 797, 897 
79, 595, 734 
37, 330, 504 
31, 736, 487 
77, 171, 964 
66, 133, 845 
63, 127, 637 
38, 175, 499 
71, 231, 425 
40, 569, 621 
15, 337, 823 



3, 375, 750 
411, 740 



249, 632 
1, 962, 790 



Total for years 1865 to 1877, inclusive 1692,435,569 

Average 53,264,000 

Average for last tbree years 42,396,000 

Average gold and silver product of the United States, 1870 to 1876, inclusive 71, 000, 000 

Average excess of production over net export, 1874, 1875, and 1876, $29,000,000 ; deduct 

^7,000,000 used in arts; leaving 22,000,000 

EDWARD YOUNG. 

Chi^ of Bureau. 
BuBEAU OF Statistics, March 29, 1878. 

Hon. Thomas Ewing, M. C. 

Appendix No. 11. 
Distribution of currency in the Treasury of the United States, March 28, 1878. 



Date. 


Office, &c. 


United Stetes 
notes. 


National- 
bank notes. 


Currency. 


1878. 
March 27 


Treasnrer United States Washinfirton 


16, 432, 588 20 
32, 107, 136 84 
3, 481, 053 00 
4, 730, 620 00 
3, 608, 000 00 
1, 322, 089 00 
3,629,500 00 
2, 270, 094 00 
1, 560, 000 00 
1,127,300 00 
370, 610 00 


tl'22, 261 50 
488, 066 92 
44, 478 00 
38,800 00 
206,836 00 
356, 000 00 
356,785 00 




27 


Assistant treasurer United States, New York .... 

Assistant treasurer United States, Baltimore 

Assistant treasurer United States, Philadelphia . 

Assistant treasurer United States, Cincinnati . . . 

Assistant treasurer United States, Chicago 

Assistant treasurer United States, Saint Louis. . . 
Assistant treasurer United States, New Orleans . 
Assistant treasurer United States, San Francisco 
Denositarv United States Tucson 




27 




27 




25 




25 




25 




25 




23 


163, 000 00 
470, 000 00 




19 




9 






National-bank depositaries 




$6, 065, 059 69 


23 


Mint United States, Philadelphia 


90,538 00 








Total 








60, 729, 529 04 


2, 246, 227 42 


6,065,059 69 
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Appendix No. 12. 

[From Dr. Lindennaii's official report.] 

Annual product of gold and silver from the American mines. 



Year. 


Gold. 


SUver. 


Total. 


1870 


$50,000,000 
43,500,000 
36,000,000 
36,000,000 
40,000.000 
40, 000, 000 
44,300,000 


$16,000,000 
23,000,000 
98.750,000 
35,750,000 
32,000.000 
32,000,000 
41,500,000 


$66,000,000 


1871 


66,500,000 


1872 


64, 750, 000 


1873 


71, 750, 000 


1874 


72, 000, 000 


1875 


72,000,000 


1876 4 


85, 700, 000 


1877 (Wells. Farsro &^ Co. 'a estimate) —, 


100, 000, 000 











Exports of specie in the fiscal years 1872, 1873, and 1874, in excess of imports for same years. 

Average for each year 

Excess of exports for the years 1875, 1876, and 1877 

Arerage for each year 

Excess since July 1, 1877, to January 31, 1879, indasive 



$167, 436, 981 

55, 812, 000 

197, 188, 797 

42,396.000 

4, 835, 081 



VietcsofMr. James B. Colgate^ of the firm of J. B. Colgate cfc Co., 47 Wall 

street^ New York. 

jWashington, D. C, April 16, 1878. 

Mr. Hakdenbergh. Are you a stockholder iu a national bank ? 

Mr. Colgate. I am. 

Mr. Habdenbebgh. Do you regard the national banks; as creatures 
of the government! 

Mr, Colgate. Yes, sir. 

Mr. Habbenbebgh. And that any action on the part of the govern- 
ment toward resumption should include the national banks — that is, 
that there can be no resumption except attended with a full resumption 
on the part of the national banking institutions of the countiy created 
by the government! 

Mr. Colgate. I look upon the two as being so interlaced that it is 
impossible that one can resume without the other ; the two must go 
together. 

Mr. Habdenbebgh. Do you understand that resumption can be prac- 
tically accomplished while we have a floating debt of $347,000,000 of 
legal-tenders ! 

Mr. Colgate. I am of the opinion that on the 1st day of next Jan- 
uary, or possibly before that, gold and greenbacks may be interchange- 
able, but the prospect of resuming permanently with $140,000,000 of 
coin is to my own mind a doubtful experiment. There are so many 
causes at present to favor resumption that it may possibly be accom- 
plished. 

Mr. Habdenbebgh. The difficulty in my own mind in regard to re- 
sumption has been that there can be no practical resumption while we 
have a floating debt of $347,000,000 of legal-tender notes. If the Sec- 
retary of the Treasury had in his vaults today $347,000,000 of gold, 
and if the $347,000,000 of legal-tenders were to be presented and paid, 
how is that gold to be again recovered by the Treasury unless there 
be that confidence in the financial affairs of the government which will 
lead the mind of the people away from financial problems to matters of 
business, leaving the finances to take care of themselves! In other 
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wordp, can we have resamption while we have out so large a floating 
debt as $347,000,000 of legal-tenders ? 

Mr. Colgate. I conceive that greenbacks and coin may be inter- 
changeable, yet I cannot see that resamption can be permanent until the 
greenbacks are retired. 

Mr. Habdenbebgh. Will not the receipt of greenbacks for customs- 
duties drive gold from the country ! 

Mr. Colgate. Not necessarily. 

Mr. Habdenbebgh. Does not the baser metal always usurp the place 
of the better? 

Mr. Colgate. As a rule, it does. 

Mr. Habdenbebgh. Will not the receipt at the Treasury of silver 
coin at 412^ grains to the dollar, and the receipt of greenbacks for 
duties, prevent the government from receiving, through its customs, 
gold enough to pay the interest on its bonds ; and will it not thereby 
(through speculation and comers in the money market) be difficult for 
the government to obtain gold for the payment of interest on its bonds 'i 

Mr. Colgate. It is evident that if the government does not receive 
gold for its customs it will have to purchase gold in the market for the 
payment of interest on its bonds. 

Mr. Habdenbebgh. The government will not refuse gold. 

Mr. Colgate. I mean if the government does not receive gold through 
voluntary payments by the public. 

Mr. Habdenbebgh. The baser money always comes in first, and 
people will hoard their gold if they can pay duties in greenbacks. Then 
where is the government to find gold to pay the interest on its obliga- 
tions ? 

Mr. Colgate. At present, the balance of trade in favor of this country 
is $150,000,000, in addition to the amount of gold and silver which we 
are producing, and all this is favorable to the Secretary's scheme of re- 
sumption. 

Mr. Habdenbebgh. Are not the exports liable to fall off so greatly 
between the first of June and the first of October as possibly to defeat 
the Secretary, unless by the sale of bonds in Europe ! 

Mr. Colgate. I should say not this year, from all present appear- 
ances. 

Mr. Habdenbebgh. And this year being tided over you think we will 
bridge next year ? 

Mr. Colgate. That will depend upon the crops .and other circum- 
stances. 

Mr. Habdenbebgh. Then resumption depends upon the crops 1 

Mr. Colgate. As I said before, gold and greenbacks may be inter- 
changeable without any Congressional legislation ; but I cannot see how 
there can be any permanent resumption with $650,000,000 of paper 
money in circulation. 

Mr. Habdenbebgh. Will not the fact of the withdrawal of the 
national-bank notes, founded as they are on United States bonds, and 
convertible, and the substitution in their place of greenbacks (thus add- 
ing to the national debt, as the national-bank notes are not a part of 
the national debt), will not, I say, that fact be an objection in the way 
of permanent and positive resumption by increasing the amount of the 
government obligations convertible or non-convertible ! 

Mr. Colgate. In my opinion, the increase of legal-tender notes, or 
the wiping out of national-bank notes by the substitution of greenbacks 
would be attended with great injury to the interests of the country. I 
cannot but look upon both issues as fraught with evil. 
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Mr. Habdenbeboh. Can the ordinary banks of this country exist as 
banks of deposit only, without being also banks of issue ? 

Mr. Colgate. In my opinion, there shonld be no banks of issue what- 
ever. A bank of issue is an evil to the country. 

Mr. Habdenbeboh. Then what would be your circulating medium 1 

Mr. Colgate. Coin and bullion notes entirely, and nothing else. 

Mr. Habdenbeboh. Ls there bullion enough in the country to give 
the pereapita circulation necessary for business ! 

Mr. Colgate. I think that the interests of the country would be 
greatly subserved if there should be a gradual withdrawal of all the 
bank and governmental issues, and if issues based alone on gold and 
silver be substituted, as the country is producing from eighty to one 
hundred millions of the precious metals every year, which, in a few years, 
would furnish us with all the money we want. 

Mr, Habdenbebgh. But if a failure of crops for two years shonld 
cause that bullion to be sent to England, where will we find metals to 
base the circulating medium on ? 

Mr. Colgate. That is a hypothetical statement which I cannot un- 
dertake to answer. 

Mr. Habdenbebgh. Gold may flow out in consequence of the ex- 
travagance of the people by our imports exceeding our exports. 

Mr. Colgate. Then, the best check to that extravagance is the ex- 
port of our gold and silver. 

Mr. Habdenbebgh. If we were free from debt I would jump at your 
theory ; but as we are so heavily in debt, I do not see how you can 
extricate us without an addition to our circulating medium. 

Mr. Colgate. You have asked my opinion, and I have merely given 
it to you. 

Mr. Bell. Suppose greenbacks on an equality with gold, what would 
be the effect of repealing the resumption act I Do you think that its 
effect would be to depreciate greenbacks; or do you think that the 
equality of gold and greenbacks would still be maintained f 

Mr. Colgate. For the time being, the repeal of the resumption act 
would have no effect whatever. 

Mr. Bell. What, in your judgment, is the proportion which coin 
should bear to paper, in order to float a redeemable currency f 

Mr. Colgate. Dollar for dollar. 

Mr. Bell. Then, in your opinion, resumption cannot be successfully 
maintained with a less amount of coin than the amount of currency to 
be redeemed ? 

Mr. Colgate. It may be maintained for a short period with less, or 
even for a long period, but it cannot be permanently. 

Mr. Bell. We never can feel sure of it? 

Mr. Colgate. No, sir. 

Mr. Phillips. We have to-day in the country, as estimated by Dr. 
Linderman, $250,000,000 of coin. We have also, in round numbers, 
$650,000,000 of paper currency — greenbacks and bank-notes — making 
some $900,000,000. Do you think that that is too much circulation for 
the present business of the country? 

Mr. Colgate, It is my opinion that we have too much paper for the 
present business of the country. I think that the business of the country 
does not require the same volume of currency which it did a few years 
since. 

Mr. Phillips. Does not the business of the country regulate the 
amount of currency f 
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Mr. Colgate. How can it do so when the issues are fixed by the 
government? 

Mr. Phillips. We had two or three times the amount of circulating 
medium some ten years ago that we have now — 7.30 notes, compound- 
interest notes, and a large volume of other notes. There has been 
a constant reduction of the circulating medium. Would the reduction 
of the present volume injure any of the business interests of the coun- 
try or cramp them f 

Mr. Colgate. I do not think that the gradual reduction of our pres- 
ent issues of paper (either national or bank) would be at all detrimental 
to the interests of the country, because the vacuum would be supplied 
by the precious metals. 

Mr. Phillips. Then your answer would be, that we ought not to do 
away with the paper currency faster than we can accumulate coin. For 
instance, we produce eighty millions of bullion a year: it would take 
seven years to make the coin equal to the volume of national-bank 
notes and legal-tender notes, if we were to keep all the coin. Do you 
think that there should be no reduction of the paper currency save in 
proportion as we increase the volume of bullion and coin ? 

Mr. Colgate. I should think that any reduction of the volume of 
paper would be beneficial to the true interests of the country. 

Mr. Phillips. Would it make it more difficult for business men to 
get discount from banks ^ 

Mr. Colgate. Perhaps that would add very much to the prosperity of 
the country. 

Mr. Phillips. But if business men required discounts to carry on 
their business, and if they cannot get them, would that not cripple the 
manufactures and business of the country ? 

Mr. Colgate. There will always be capital where it is wanted, on 
good security. Good security will always bring capital. 

Mr. Phillips. If these banks are compelled to conduct their business 
on a gold basis, will they loan money as readily 1 

Mr. Colgate. I do not think that there can be any general rule in 
regard to discounts. Every case must stand by its own merits. 

Mr. Phillips. But would not the natural tendency of the banks be 
to hold their funds in hand in case of a resumption in gold? Would 
they not lock up their capital ? 

Mr. Colgate. I do not know that they would. 

Mr. Phillips. If we were to maintain the equalization of values be- 
tween gold and paper, would it not be safer to do so than to allow banks 
to demand gold on resumption f In other words, if we repeal the re- 
sumption act and still maintain an equality between gold and paper, 
would that not be safer for the business interests of the country ? 

Mr. Colgate. If you could maintain that equalization, it might be 
safer. 

Mr. Phillips. France, for years, while paper was equal in value to 
gold, refused to resum** specie i)ayments; and that is the point I wish 
to get at: whether it would not be safer for the country to equalize val- 
ues and to repeal the resumption act. 

Mr. Colgate. I do not fully comprehend the import of your question. 

Mr. Phillips. In case exchange is against us, gold may be drained 
from the Treasury; but, if the business of the country maintains green- 
backs and gold at an equal price, would it not be safer to repeal the 
resumption act, and not allow the Treasury to be drained of gold, if 
exchange should set in against us? 

Mr. Colgate. That is a question which I cannot answer, but I fully 
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believe that the finances of the coantry will never be on a solid and per- 
manent foundation until the issues of the government areentirely funded 
or paid. 

Mr. EwiNa. And also the national-bank issues I 

Mr. CoLaATE. I think that the interests of the country would not be 
injured if there was a gradual extinction of the national-bank system. 

Mr. Phillips. The banks of the country hold twenty-two hundred 
millions of deposits, for which the banks are liable, in addition to the 
three hundred millions of national-bank notes. Now, would it be safe 
for the depositors in national banks to have resumption occur and to 
make every demand payable in gold? 

Mr. Colgate. Yesj if we go to resumption, it is safe to make every 
demand payable in gold. 

Mr. Phillips. Would the banks not be liable to break ! 

Mr. Colgate. They are all liable to break. 

Mr. Phillips. Would they not be likely to break ! 

Mr. Colgate. Kot necessarily. 

Mr. Phillips. Could the national banks meet, with their present 
supply of gold, the demand for the payment of their circulation in 
gold? 

Mr. Colgate. That is a question for them to answer, not for me. 
The question for me to answer is whether, in my opinion, it is expedient 
to resume specie payments. I have answered that several times before, 
that in my opinion it is of very doubtful expediency. But at the same 
time there may be a great many favorable causes which may allow the 
maintenance of resumption, not only for months but for years. 

Mr. Habbbnbebgh. Is resumption practicable with a floafting redeem- 
able currency in the United States ? In other words, as long as we have 
three hundred and forty-seven millions of legal-tender notes afloat, can 
we properly resume without their being funded. 

Mr. Colgate. As I said before, these bills may be interchangeable 
with gold, and we may have practical resumption, not only for months, 
but for years, owing to favorable circumstances ; but we cannot be al- 
ways sure of it. 

Mr. FoET. Do you think it better for the government to fix, by law, 
the time for resumption than it would be to allow the government to 
resume at pleasure on prosperity ? 

Mr. Colgate. That is a very difficult question to answer. 

Mr. Harbenbebgh. In other words, would we not reach resumption 
better by natural than by forced means f 

Mr. Colgate. Of course, resumption reached by natural means would 
be the most permanent. 

Mr. Fort. It is the most expedient for the government in the present 
financial condition of the country. 

Mr, Colgate. According to the present outlook (out exports exceed- 
ing our imports and with the great amount of precious metals that we 
are digging from the earth) it may be very safe for the government to 
resume at the time appointed, but whether the resumption can be main- 
tained for any length of time is something exceedingly problematical. 

Mr. Fort. Then, would it not be better for the government to be 
allowed to resume or not, just as the circumstances might suggest, at 
any time in the future 1 

Mr. Colgate. The best way of resumption would be for the govern- 
ment to retire its issues. 

Mr. Fort. State whether, in your opinion, the reraonetization of sil- 
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ver has had anything to do with the present low premium on gold and 
with the value of bonds. 

Mr. CoLaATE. My opinion is that the remonetization of silver has 
had a tendency to reduce the premium on gold, and that the two things 
together will have a beneficial influence on the price of our bonds. 

Mr. Fort. That is to say, will stiffen the price of bonds? 

Mr. Colgate. Will have a beneficial influence on them. But the 
future price of our bonds will depend upon the rapidity of funding. 

Mr. Fort. If the remonetization of silver has reduced the premium 
on gold and stiffened the value of bonds 

Mr. Colgate. I do not think it has stiffened the value of bonds. I 
said that it may have a happy influence. 

Mr. Fort. Would not that, all taken together, \)e for the general wel- 
fare of the country ? 

Mr. Colgate. I think we all understand that. 

Mr. Fort. In other words, has not the influence been good ? 

Mr. Colgate. I think that remonetization of silver (take the question 
by itself) has had a beneficial effect upon our commercial and material 
interests. 

Mr. Eames. State whether or not the existing amount of legal- tender 
Dotes is requisite for the business purposes of the country, the amount 
being, say, $350,000,000. 

Mr. Colgate, I think that the material interests of the country would 
be very much subserved by the gradual reduction of the volume of legal- 
tender notes. 

Mr. Eames. Is not the amount of legal- tender notes now outstanding 
actually used and required lor the business purposes of the country '^ 

Mr. Colgate. No ^ I do not think so. I think the volume is too large. 

Mr. Eames. Is, or is not, the legal tender note more convenient for 
business purposes than coin, either gold or silver? 

Mr. Colgate. As far as personal convenience is concerned, I think 
that the advantage lies with paper. 

Mr. Eames. Suppose the government should resume on the 1st of 
January next, what amount of these legal-tender notes, in your judg- 
ment, will be presented to the Treasury for payment in coin ? 

Mr. Colgate. It would be very difficult to answer that question ; but 
if there was a possibility of a very large export of gold, the amount of 
greenbacks that would be presented would soon exhaust the Treasury. 

Mr. Eames. What do you mean by the possibility of a large export 
of gold ; do you mean by the balance of trade being against this country 1 

Mr. Colgate. It often happens in the history of the country that the 
balance of trade is against us ; and, besides, our securities might be sent 
home for causes which we cannot now foresee ; and then the gold would 
be very speedily drawn from the Treasury. But, from the present out- 
look (with our exports much larger than our imports, and with the 
amount of precious metals which we are digging from the earth), I 
should say that resumption may be maintained for quite a period after 
the 1st of January, and may perhaps run for years. 

Mr. Eames. On the assumption that the balance of trade is in favor 
of this country, and will continue to be so, and that these legal-tender 
notes are in use for business purposes, how large an amount of coin do 
you think it necessary to be kept in the Treasury of the United States 
in order to redeem any legal-tender notes that may be presented for 
payment ! 

Mr. Colgate. Dollar for dollar. That is the only safe way there is. 
Then let the bills be for convenience. 
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Mr. Eames. You think, then, that in case of resumption, all of these 
legal-tender notes would be presented to the Treasury for coin ? 

Mr. OoLOATE. I do not say that ; but 1 say there may be circum- 
stances occurring under which they would be presented. 

Mr. Eames. I only ask what, in the ordinary course of things, would 
be the result in case resumption takes place if 

Mr. Colgate. I say that, with the present outlook, I think we will 
have sufficient coin ; but if things should change before the 1st of next 
January, on account of the failure of crops, our securities might be 
rapidly returned to us, and then things would assume a very different 
aspect. If a man owes $1,000, he can only be perfectly safe by having 
a thousand dollars to meet it. 

Mr. Eames. The point to which I want to call your attention is simply 
this : The legal-tender notes now are in use for the business purposes of 
the country, and are as convenient for business purposes as coin is, and 
more so. If that is so, what, in your opinion, will be the amount of 
legal-tender notes that will be presented for redemption in coin ! 

Mr. Colgate. The nearest approach that we can come to on that 
point is by reference to the case of our fractional currency, nearly the 
whole of which (that is in existence) has been presented. You can judge 
by that how it will be with legal-tender notes. And the fractional cur- 
rency has been redeemed in subsidiary coin, depreciated money. 

Mr. Eames. Let me ask you as a banker 

Mr. Colgate. I beg your pardon, sir, I am not a banker. 

Mr. Eames. If the 1st of January shouhl come round, and if the gov- 
ernment were in a position to pay a gold dollar for every legal -tender 
dollar you had, would you present your legal- tender notes to the Treas- 
ury for redemption ? 

Mr. Colgate. That would depend upon my interest. I have no doubt 
that 500 national banks in the United States would send to me their 
greenbacks to draw gold for them, and would pay me for doing it. That 
is in my business. In my opinion, national banks would prefer to keep 
their reserves in gold, rather than in greenbacks. They might not 
openly withdraw them, but there are other ways of doing so. 

Mr. Hardekbergh. If Congress were to adjourn to-day without tak- 
ing farther action, the understanding being that the 1st of January was 
to be the day for practical resumption, would not the banks continue to 
do as they are doing now — accumulate gold in their vaults for the day 
of resumption! 

Mr. Colgate. No, sir ; because the Secretary of the Treasury, by 
selling his four and a half per cent, bonds, is going to put the price of 
gold up on himself, thereby drawing all the gold out of the community 
and depositing it in the Treasury. 

Mr. Hardekbergh. I am the cashier of a national bank that has no 
gold as yet in its vaults. If this Congress adjourns with the under- 
standing that the 1st day of January next is to be the day of resump- 
tion, must I not proceed to hoard gold in order to protect my deposit- 
ors as well as my circulation 1 

Mr. Colgate. If you exercise prudence you will buy your gold early. 
The government is never safe while it has its notes out, just as a man is 
never safe whose notes are out on demand. 

Mr. Fort. You say that the government is not safe while it has its 
notes out payable on demand. That will be after resumption. But 
why not allow the notes to remain out as they are now, without fixing 
a day for resumption ? 

Mr. Colgate. That is a question for Congress to settle. 
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Mr. Fort. As I understand, our legal-tender notes are not now pay- 
able on demand. 

Mr. Colgate. O, yes, they are, but they are false on their face. 
There is a promise to pay on every one of them. 

Mr. Fort. The government does not owe a bill to day which is pay- 
able on demand. 

Mr. Colgate. Excuse me, sir ; it promised to pay the legal-tender 
notes on demand. 

Mr. Fort. We have not fixed the time yet for their payment, but 
merely say we will pay them. Now, according to your views, is it per- 
fectly safe for us to Qk the day until we are ready beyond all question 
to make good our promise 1 

Mr, Colgate. If we go back to the first issue of the greenbacks, we 
find that every one of them was issued under the sacred promise of 
Congress that they should be convertible into a twenty-year 6 per cent, 
bond, and Congress broke faith with the people. 

Mr. Fort. They are not so now, are they I 

Mr. Colgate. That is because you broke faith to the people. 

Mr. Fort. As a matter of fact, they are not now payable upon any 
fixed day ? 

Mr. Colgate. No; there is no specified day named, but they are 
payable on demand. 

Mr. Fort. Then might we not present them at the Treasury now and 
demand payment for them ? 

Mr. Colgate. Yes, sir; but it would be like Glendower calling "spirits 
from the vasty deep." You would not get coin for them if you did. 

Mr. Phillips. You have intimated that if we resume on the 1st of 
January next we are not likely to maintain resumption for any length 
of time. . Would future suspension, after having attempted resupiption, 
be disastrous to the business of the country f 

Mr. Colgate. It would be certainly a very great misfortune to 
attempt to resume and to fail; but, from the present outlook, it does 
appear to me as if the Treasury could resume on the 1st of January 
next with success for a long period; but what intermediate causes may 
occur to change my opinion I cannot foretell ; for instance, a general 
war in Europe might affect us. 

Mr. Phillips. But a suspension, after attempting resumption, would 
be disastrous ^ 

Mr. Colgate. It would be very sad. 

Mr. EwiNG. In the past three years the balance of trade has been, on 
an average, very largely in our favor ; and yet we have exported more 
than we have imported of gold and silver coin and bullion by some 
$42,000,000 a year. It does not therefore follow that because the bal- 
ance of trade is in our favor we will be able to command the whole pro- 
duct of our mines. 

Mr. Colgate. We would not of late have exported more gold and 
silver than we imported, if it had not been for the great amount of our 
securities which have been sent here and absorbed here. 

Mr, EwiNG. Have you any means of estimating the probable amount 
of our aggregate indebtedness abroad ? 

Mr. Colgate. The government indebtedness abroad is estimated at 
between three and four hundred millions of dollars. 1 think that that 
is a very large estimate. The indebtedness of corporations I have no 
means of knowing. 

Mr. Phillips. Is it much larger? 

Mr. Colgate. I should say not. Our railroad bonds have been 
returned to us of late in very large amounts, and very many of our rail- 
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road bonds that were held abroad have gone oat of existence by failure. 
The companies have ceased to pay interest on them. 

Mr. Bell. When these bonds are returned, what is done with them f 
Are they paid off, or are they put on the market and sold ? 

Mr. CoLaATB. They are sold on the market. Our government bonds 
have been absorbed by our own people. 

Mr. Ewma. The question of our being able to retain gold in the 
country depends upon this: whether our foreign creditors send our 
bonds here for sale, and whether the balance of trade continues in 
our favor ! 

Mr. OoLOATE. Yes, sir ; something depends upon both. 

Mr. EwiNa. You think that a foreign war would probably cause a 
large part of our corporate securities to come back ? 

Mr. GoLaATE. Its first effect, I think, would be to send back our 
government and corporate securities. 

Mr. EwiNa. And that would draiu a large amount of our precious 
metals ? 

Mr. OoLaATE. It might, unless the balance of trade was sufficiently 
in our favor to pay for the bonds — as it has been during the last year. 

Mr. EwiNG. Would you not anticipate a very large home demand for 
gold, the country being practically bare of it and the whole supply accu- 
mulated in the Treasury ? I mean for home circulation ? 

Mr. Colgate. Of course. A very large circulation of gold among 
the people would naturally grow up in place of greenbacks. 

Mr. EwiNG. And that, of course, would create a heavy drain upon 
the Treasury for the gold which it has been accumulating ? 

Mr. Colgate. Yes, sir. 

Mr. Bell. I understood you to state this morning that you thought 
it wise policy for our debt to be held by our own people as far as practi- 
cable ? 

Mr. Colgate. I do. I think it better for us. 

Mr. Phillips. Do you think that if the Secretary of the Treasury 
had not sold his 4 J per cent, bonds he could have sold 4 per cent, bonds 
to the same amount ? 

Mr. Colgate. I think in that respect, that if the Secretary of the 
Treasury had thrown himself on the people after the first of May, when 
money becomes easy and floats toward the centers, there would have 
been a very large absorption of 4 per cent, bonds by the people, which 
will now be greatly diminished in consequence of the sale of the 4J per 
cent, bonds. 

Mr. Eames. If the government bonds that are now held in foreign 
countries should be returned here and taken by the people here, would 
not that withdraw the capital which is now used in the manufactures 
and industries of the country, just to the extent that the bonds are ab- 
sorbed 1 

Mr. Colgate. No, sir. In my opinion, it would greatly add to the 
industries of the country to have the interest on the government bonds 
paid and spent here and and not abroad. 

Mr. Eames. If I hold $10,000 of government bonds at 6 per cent, do 
I not hold them for their interest, and do I not in that way lock up the 
capital which might otherwise be engaged in the industries of the 
country f 

Mr. Colgate. I see the sophistry of the question. My answer to it 
is that a country is always impoverished by having its money spent 
abroad, because in the end, it has to meet both principal and interest 
of its debt and that spent abroad ; but if it holds its own securities, 
then the interest is spent in favor of the industries of the country. 
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Views of Mr. Williafu H. Winder, of Kew YorK 

Washington, D. 0., April 16, 1878. 

Mr. EwiNG. We are charged with the duty of obtaining information 
as to whether it will probably be practicable and consistent with the 
public welfare to resume specie payment on the 1st January next, and 
the committee would be glad to have your views on the subject. 

Mr. Winder. With the kind permission of the committee I will ex- 
press my views by the statement of a series of propositions, which, I 
believe, will include the whole circumference of the question. In order 
to stimulate a merciless criticism, but in candor and with an eye single 
to the elucidation of truth and not for the purpose of fence, in which I 
have no skill, I will make the probably presumptuous assertion that 
the propositions I am about to enunciate will, within ten years, be estab- 
lished truths and the accepted text-book of all nations. 

1. It is the sovereign power alone which creates money. 

2. In a country with exclusive domestic transactions a fixed volume 
of currency (legal tender), whether of gold, paper, silver, copper or of 
any other material would be of identical value. 

3. The only reason why gold is the highest legal-tender standard is 
because creditor countries have chosen that material. 

4. If creditor countries were to make their legal tenders exclusively of 
paper they would be at a premium over gold, as was that of Venice for 
centuries, and which sometimes was as high as 30 per cent, premium 
over gold. The premium was restrained from going higher by a law for- 
bidding a premium higher than 20 per cent. The paper or credit of the 
Bank of Amsterdam was at a premium over gold. Should the creditor 
countries of the world now make their treasury notes the sole legal 
tenders, gold and silver would be at a very large discount. 

5. A " convertible " paper currency, L e, not legal tender, but by exac- 
tion of law *' convertible'' on demand into metal legal tender, is a mon- 
strous device, wholly in the interest of the foreigner creditor and fatal 
to domestic productive industries of a debtor country. The foreigner 
alone avails himself of the "convertibility" to the exceeding damage of 
productive industry, derangement of currency, and general shrinkage 
of values, when, having' crushed manufacturing competition and de- 
pressed the prices of raw material, he comes into this cheapened market 
to reap a second harvest. 

6. A "convertible" currency, as a cause, cannot by any possibility 
bring about resumption in a largely debtor country, or maintain it in a 
country plunging into debt. A law exacting "convertibility' is an un- 
mitigated evil, with no redeeming trait. 

7. It is the condition of a country as creditor or debtor which alone 
determines its ability to maintain the par between gold and paper legal 
tenders. As creditor, it will inevitably be par, and as largely debtor it 
cannot meet all legitimate demands which may be made for gold and 
maintain par. All the laws in Christendom cannot give ability ; condi 
tion only can establish the par. Any law in violation of this law of 
nature will surely bring signal retribution upon the legislators. 

8. In a country with a fixed volume of paper legal tenders, not con- 
vertible, any recklessness on the part of importers, which shall run the 
country into debt to the foreigner, will cure itself in the only possible way 
it can be done, by a rise in the price of gold, which, acting as a bounty on 
exports and a duty on imports, will speedily cause a return to par by 
excess of exports extinguishing the debt, when, of itself, without exac- 
tion of law and of necessity, paper will rise to the par with gold. The im- 

H. Mis. 62 6 
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porter will thus himself be made to pay for his folly of excessive importa- 
tioDS, whereas by " convertible ^ currency he throws the whole burden 
upon prodnctive industries, which have had no participation in the 
wroDg-doing. 

9. All customs duties should imperatively be made payable in gold. 
This mode of restoring the par between paper and gold makes the 

foreigner, the reckless importer, pay the penalty of his recklessness^ 
while domestic productions profit to same extent. 

But a ** convertible'' currency works by a double back action, relieves 
the foreign reckless importers of all loss, covers him with immunity, and 
throws the whole loss upon domestic productive industry. 

It is an evil of so accursed a nature that the ingenuity of Belial him- 
self could not invent a policy which so surely and so sorely enslaves 
the debtor to the creditor country. 

No despot that ever lived, ever imposed upon a subjected country any 
measure comparable for its cruel robbery to that of a "convertible'' 
currency. No human being can conceive of any good it can possibly be 
to domestic productive industries. 

10. We owe the foreigner some two thousand millions of dollars, the 
whole of which, admitt^ly, he can convert into demand claims. 

11. This establishes the fact that a resumption would depend alto- 
gether upon his forbearance to do so, to any considerable extent. 

A resumption then, if possible, would be only by and during the con- 
tinuance ot sufferance by the foreign creditor. What assurance can be 
given that this sufferance will be extended or how long it will last ? 

As a genuine resumption means an ability to meet all legitimate de- 
mands which may be made, and without convulsing the currency, dis- 
organizing industry, and shrinking all values, any resumption by the 
sufferance of the foreigner, is only a bastard resumption, as the for- 
eigner would in fact be the owner of all our coin, permitting it to remain 
on interest at call, to be withdrawn by him at any moment when his 
needs or his policy may dictate that course. The following British offi- 
cial circular shows that England considers her greater capital her only 
superiority over other countries, and is her " weapon of warfare with 
which to overwhelm and destroy foreign competition with her manufac- 
tures." With this bold and brazened declaration of purpose always 
fronting us in the face, it requires no little credulity, no little hardihood 
of assertion, to say that the foreign creditor will not make an embarrass- 
ing demand for coin. 

The laboring classes generally in the manufaoturing districts of the kingdom, and 
especially in the iron and coal districts, are very little aware of the extent to which 
they are often indebted for their being employed at all to the immense losses which 
their employers voluntarily incur in bad times, in order to destroy foreign competition, 
and to gain and take possession of foreign markets. 

Authentic instances are well known of employers having in such times carried on 
their works at a loss amounting in the aggregate to £300,000 or £400,000 in the course 
of three or four years. If the eflforts of those who encourage the combinations to re- 
strict the amount of labor and to produce strikes were to be successful for any length 
of time, the great accumulations of capital could no longer be made which enable a 
few wealthy capitalists to overwhelm all foreign competition in times of great depres- 
sion and thus to clear the way for the whole trade to step in when prices revive, and 
to carry a great business before foreign capital can again accumulate to such an extent 
as to be able to establish a competition in prices with any chance of success. 

The large capitals of this country (England) are the great inatruments of warfare, 
against the competing capital of foreign countries^ and are ihe most essential instrument 
now remaining by which our supremacy can be maintained, the other elements — cheap 
labor, abundance of raw materials, means of communication, and skilled labor — being 
rapidly in the process of being equaled. 

Here is a table of our imports and exports from 1828 to 1877 : 
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United States exports and invports (merchandise only) for fifty years — 1828 to 1877. 



Tears. 


Exports, mil. 
lions dollars 
gold. 


Imports, mil- 
lions dollars 
gold. 


Five veAra endinflr in 1832 


284.4 
451.9 
504.2 
528 
730.3 
1, 141. 9 

1. 230. 5 

1. 081. 6 
1,778.1 
2, 738. 3 


401.7 


1837 


653.4 


1842 


569.6 


1847 


498. 5 


1852 


881.5 


1857 


1, 477. T 


1862 


1, 426. 9 


1867 


1,629.1 


1872 


2,357.6 


1877 


2,654.» 




£xc68a of iiuDorts over fiXDorta . ........ ........................ 


10,469.2 
2, 081. 3 


12,550.5 








12, 550. 5 


12,550.5 



The imports in '* panicky 73" were 642 millions, or 300 millions more 
than in 1868, or six times those of '33 (101 millions). For five years 
prior to 1873 the imports were 579 millions more than the exports, and 
for ten years they were 1,127 millions, facts not before noted, bat whicsh 
" fix" the main cause of said panic, from the ruin of which we have not 
yet recovered. 

The invports it appears were — 

Doubled in 10 years : 1826 to 1836 

Tripled in 25 years 1826 to 1851 

Quadrupled in 30 years 1826 to 1856 

Quintupled in 41 years 1826 to 1867 

Six times more in 50 years 1826 to 1876 

In 1803 the imports were 64 millions, and in 1873, 642 millions, or an 
increase of 1,000 per cent. 

Mr. Ew^iNG. You state the amount of our foreign indebtedness at 
two thousand millions. On what do you base that estimate? 

Mr. Winder. Onthestatementsof manypublicmen whohaveplacedit 
at two to three thousand millions, and by this table of exports and imports 
which I now submit for examination by the committee, which shows an 
excess of imports over exports since 1859 of over sixteen hundred mil- 
lions of dollars. A large proportion of this enormous excess was met by 
securities at from forty to fifty cents on the dollar, thus largely swelling 
the amount ; and the calculation has been frequently published of fifty 
millions per annum being spent abroad in gold by our absentees ; then 
the foreign vessels carrying greatly the larger portion of freights and 
passengers swelled this amount still further, to the.extent of some hun- 
dreds of millions ; then there was accumulated interest reinvested here, 
and large commissions paid the foreigner ; all of these, together with 
many other items, would appear to approach nearer three than two thou- 
sand millions. Not one cent of all this immense debt was for money 
received in this country ; the whole of it was for the surplus rattletraps 
of the foreigner, money spent by our traveling people, freights, commis- 
sions, &c., but not a dollar in money was received by us. On the con- 
trary, at the very period in which the foreigner insolently and falsely 
claimed to be loaning us money for the two thousand millions of interest- 
bearing securities which w^e were sending to him, he was drawing, receiv- 
ing from this country eight hundred millions of gold, which alone saved 
him from an overwhelming disaster. If, in 1866, when we sent to En- 
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gland in her critical need forty millions of gold in the space of three 
months, we had retained it, she \^ould have suffered a deadly blow. 

Ill order more fully to comprehend the enormity of the financial 
Mundering of our Treasury, let us take this view of the case. The 
Banks of England and France together have about five hundred and 
fifty millions of gold. Suppose, as we could have done, that we had 
retained those eight hundred millions of gold in this country, where 
now would be these five hundred and fifty millions of the Banks of Eng- 
land and of France If Which would now be the creditor country of the 
world ^ 1 now make the assertion, and I feel quite capable of maintain- 
ing the position, that the crime of reducing this country to the condition 
«f a desperate debtor overburdened with annual taxation, paralyzed in- 
dustry, armies of the willingly industrious idle, the impoverishment of 
millions, and a general damage to all except strictly moneyed men and 
people of fixed incomes, is due to the policy of the Treasury Department 
and the banks. 

The loan of money, so called, by the foreigner is simply a transaction 
€f this kind : A, of America, contracts with B in London to lend him a 
certain amount on securities to be deposited with B. A then returns to 
America, without a cent of money j but with the right to draw a bill of 
exchange against his deposited securities. A does make such a bill of 
exchange and sells it to C, who remits to London to pay his debt there; 
the bill of exchange is charged to A and credited to 0, but no money 
lias come from England on the transaction ; the bill of exchange has 
been paid for with our own money; and go with every transaction called 
a loan, and the same process in all sales of our securities ; in all cases 
the payments are made from our own pool. I may, therefore, say with- 
out exaggeration that no successful contradiction can be made to the 
assertion, that with a wise fiscal policy during the past seventeen years 
we. would this day be a largely creditor country, with employment at 
good wages for all the industrious, and a general prosperity. What I 
mean by a wise financial policy is one in full accord with the proposi- 
tions I have submitted for your consideration. 

Mr. Bell. Do you mean to say that while our government was sell- 
ing bonds abroad, through the syndicate, it received no gold for them ! 

Mr. Winder. Not a dollar of gold, I apprehend, for the sale of all 
the bonds ever sold or hypothecated abroad, has ever been received in 
this country ; or if, in any particular case, a few dollars may have come 
•ver, they were quickly reclaimed and went straight back again. 

Mr. EwiNO. The exports of precious metals from 1860 to 1877 aver- 
aged fifty-six millions a year in excess of imports, making about nine 
hundred and fifty millions in the seventeen years. 

Mr. Winder. There seems to be a most unaccountable infatuation in 
the wide-spread belief that, in a largely debtor country, such as is ours, 
it is advantageous to it to have the premium, as it is called, on gold 
decline, and that if it could be brought to par it would be consum- 
anate wisdom to get it down to par ; whereas it is the most wretched 
policy that could be devised. Its evil is so patent and so monstrous 
that it is a marvel how intelligent men could for a moment be so misled. 
Iq order that every one may cure himself of this most pernicious fallacy, 
let him present to himself this problem : What possible disadvantage 
to any American productive industry can there be in a rise in the price 
Qi gold, however high ; or what possible benefit can any American pro- 
ductive industry derive from gold declining to par? Any one who will 
correctly solve that problem will be effectually and forever cured of the 
par fever in a largely debtor country. 
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Mr. Fort. Do I understand you to say that it is better for us to have 
gold at a premium ? 

Mr. Winder. A premium of 100 per cent, would be of incalculable 
advantage to every American productive industry, and if it could be 
kept at that, in less than five years we would not owe the foreigner one 
dollar. 
Mr. Fort. You mean because the paper money is inexportable ? 
Mr. Winder. I mean that a premium on gold of 500 per cent, would 
cause our exports to multiply five-fold, and proportionally for any 
lesser or higher premium. 

Mr. Fort. And is a domestic currency which we can use and cannot 
be sent abroad. Is that what you mean ? 

Mr. Winder. I mean that every per cent, rise of premium on gold 
acts precisely as a similar bounty on exports and a duty on imports. 

Mr. Bell. If the government had (as it has) a large amount of gold- 
interest-bearing securities, would not the appreciation in the price of 
gold be a misfortune to the government ? 
Mr. Winder. In what way ? 

Mr. Bell. In increasing the value of the debt to be paid. 
Mr. Winder. The appreciation of gold, by which I suppose you meaa 
an advance in the premium on gold, would, by causing a great excess 
of exports, bring home all of our securities abroad, wherij of itself, the 
par between gold and paper would be established 5 there could be no 
premium on gold when the foreign debt would thus be extinguished; 
greenbacks and gold being at par, it would be immaterial alike to the 
holders of the bonds and to the government whether the bonds were 
paid in greenbacks or in gold. 

Mr. Bell. Suppose I had a plantation that was worth $10,000, with 
gold at par; if gold went up 100 per cent., would not the natural 
result be that my plantation would be worth $5,000? Would not its 
value go down in a corresponding ratio ? 

Mr. Winder. If the premium on gold was caused by an increase of 
100 per cent, in the volume of legal- tenders, yes; but it would be of 
equal value to you, it would bring $20,000 in greenbacks, and with 
$20,000 greenbacks you could buy $10,000 gold at 100 per cent, pre- 
mium ; but throughout all the observations I have made, or may make, 
it is upon the assumption of a stationary or fixed volume of greenbacks 
or paper currency. 

Now, under your question, your plantation is worth $10,000 in gold 
or in greenbacks indifferently, they being at par; with an unchanged 
volume of paper a rise takes place in gold; a premium is offered for it; 
how in the name of common sense is the greenback responsible for this 
rise f How and why has it become " depreciated ^1 • 

The premium is caused by some parties who wish to make foreign 
payments. This cannot be done by " greenbacks,'' but must be done by 
gold. This necessity for foreign payments creates an unusual demand 
for gold. This demand causes gold to rise in price as everything else 
rises from an increased demand. This gold thus purchased at a pre- 
mium and sent out of the country, diminishes the volume ofmoneij in the 
countryj and of course appreciates or increases the value of what re- 
mains. Is not that a demonstration as clear and complete as any of the 
problems of Euclid! Is it not perfectly clear that (the volume of 
paper being unchanged) the rise in the price of gold by its export, ahd 
diminishing the volume, does not work the depreciation of the remain- 
ing volume ! 
In a creditor country where its paper is not "convertible'' by exaction 
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of law, but where gold and paper are necessarily on a par, should every 
dollar of gold be retired from the public, the paper would be still at 
par, because in a creditor country gold has no preference over paper in 
any transaction, there being no foreign creditor wanting gold. 

Further to show this delusion of the depreciation of a fixed volume 
of paper legal-tenders in a largely debtor country being established by 
a rise in the premium on gold, suppose as in the case of your plantation 
being worth $10,000 gold and greenbacks being at par, and the volume of 
money consists of 600 millions of greenbacks and lOO millions of gold, 
and a demand for gold should abstract the 100 millions of gold, gradu- 
ally raising the premium from one per cent., rising to fifty per cent, as 
the volume of gold diminishes ; according to your supposition, while 
the volume of money was 700 millions as above stated, it was on a par 
with gold, and of course worth $700,000, equal to gold : now reducing, 
curtailing, contracting this volume of currency 100 millions reduces it^ 
value, according to your theory, to 300 millions. Is that not the reAuctio 
ad absurdum f 

The bullionists, the '^ convertibles," argue that it is inflation of the 
volume alone which depreciates paper; but, in this supposition or ex- 
ample, it would seem that a contraction of 100 millions of 700 millions 
reduces the value of the remaining 600 millions fifty per cent 

As in creditor countries where paper or credit is exclusive legal tender 
gold has always been at a discount, sometimes, as in Venice, the premium 
of paper over gold has been as high as thirty per cent, and was restrained 
from rising higher by a law which prohibited the charging more than 
twenty per cent, premium 5 the same way with the Dutch banks — their 
paper was always at a premium over gold. Every fact which can possi- 
bly be adduced all concur to demonstrate the truth of the proposition 
that '* it is the condition of a country as debtor or creditor which alone 
determines the par or discount of its paper legal-tenders.'' 

Mr. Bell. Leaving its foreign value out of the question and accept- 
ing gold as the standard of value, if gold rises, does not property fall 
in a corresponding ratio ? 

Mr. Winder. If you mean by " leaving out of the question the for- 
eign value" of gold that the foreigner has no claim with which to with- 
draw the gold, then paper legal-tenders and gold will continue at par; 
gold cannot in that case rise above par, because nothing whatever ex- 
cept its use abroad can make gold rise above paper legal-tenders. Of 
course, if by augmenting a paper currency so that the foreigner will be 
tempted by high prices to deluge a country with his commodities greatly 
exceeding its exports, he will become a creditor and will draw the gold; 
that result is the inevitable consequence of a large paper volume with 
a convertible "currency in which he can get gold at par ^] in an incon- 
vertible currency he would have to pay a premium for gold, which would 
in so far lessen his profits and cheapen his goods for the country. 

Mr. Fort. Then it is because that paper is a domestic currency, and 
therefore inexportable, that this advantage you speak of comes! 

Mr. Winder. The advantages of a paper legal-tender for domestic 
purposes are that it is susceptible of being made an unvarying volume, 
one which the foreigner can neither curtail, abstract, nor augment. For 
steadiness its advantage is superlative. A gold volume is of all things 
on earth the most unsteady, the most fluctuating, the most treacherous ; 
no human power can control its volume, and of course cannot render it 
stable or steady. Every country has its suction-pipe in the great gold 
pool of the world j that country whose suction-pipe is strongest gets 
the larger share. The creditor countries have supreme suction power, 
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and could draiu to themselves the whole gold, leaving other nations 
entirely to paper, if such should be their interest. Creditor countries, 
like all others, have practically a domestic paper currency, gold being 
used chiefly for foreign purposes. 

Mr. Phillips. It seems that we have steadily exported gold for six- 
teen years. Is not the reason of our bonds coming back to us within 
the last few years that we prefer paying our debts to buying goods? 

Mr. Winder. It is not so much a matter of preference as it is of ne- 
cessity. By that murderous and insane contraction of our currency, 
and the criminal sales of gold by the Treasury and the banks, our produc- 
tive industries were crippled, millions of industrious people thrown out 
of employment. A fearful shrinkage of values so incapacitated our 
people for consuming large amounts of foreign commodities, crippling 
corporations so that they could not pay interest on their bonds, that the 
foteigner refused to take any more bonds because we would not take com- 
niodities in payment, and because the interest on some of the securities 
was not paid. Our imports therefore fell offi and our people, being too 
poor to buy all of our own productions, forced larger shipments abroad, 
turning the balance in our favor. That balance the foreigner has not 
paid in gold, but in bonds at a large premium, which he had purchased 
at forty to fifty cents, and had been receiving for more than ten years 
12 per cent, per annum on their cost. 

But the great, the transcendent wrong, and a most absurd violation 
of every principle of justice and political economy, was the change of 
payment of the bonds from greenbacks to coin. But it was of a piece 
with all the rest of the financial policy of our government, which seems 
to have been (as most assuredly it really was) as wholly in favor of for- 
eign interests and against American as though our administration had 
been conducted exclusively by foreign cabinets. Lunatics from an 
asylum could not have worked greater mischief. 

Mr. Phillips. We might have preferred to buy their merchandise 
rather than pay our debts. We might have been more extravagant and 
have bought goods. 

Mr. Winder. The contraction too eflPectually disabled us to permit 
any further extravagance or to keep up the consumption of foreign com- 
modities. It was a matter of necessity, not of will. 

Mr. EwiNG. Please state a little more fully the view you entertain 
that if paper be the currency of the country, a rise in the price of gold 
is an advantage to our home industries and a disadvantage to those 
with whom we deal. 

Mr. Winder. To illustrate : Our shipping interest has been under the 
harrow ever since we pretended to pay specie, and is now in great dis- 
tress. Suppose gold were at 200. An English and an American ship, 
«ach of 1,000 tons, are lying in port ; both obtain freight lists of £5,000 
($25,000), and proceed to England. The owner of the English vessel 
> receives his £5,000. The American owner draws a bill of exchange for 
his £5,000, and gets for it $50,000 in greenbacks. These same ships 
return to this country with a freight list each of $50,000. The American 
owner pockets $50,000. The English owner purchases a bill for remit- 
tance and gets £5,000. How long do you suppose the English vessel 
could comi>ete at this rate with the American ? Again, suppose the 
price of coal in England be $3 per ton ; in the United States, $4. One 
thousand tons of coal are shipped to England for sale, costing here $4,000. 
It sells in England for $3 per ton. The shipper sells his bill of exchange 
for $3,000 at 200 per cent., equal to $6,000. Again, for illustration, say 
flour is worth $6 per barrel in England, $5 here. One thousand barrels 
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sent to England wonld bring $6,000. A bill of exchange would give 
$12,000 to the shipper. So it is with everything, and relatively in pro- 
portion to the rate of premium on gold. 

It is a fact that if shipments abroad will lose 1 per cent, people will 
not ship one dollar's worth. If they can realize 5, or even 1, per cent., 
they will ship all they can lay their hands upon. Now, the premium on 
gold makes just this turning-point. Without a premium on gold they 
cannot ship unless the market-price here is much lower than abroad, 
but with a premium on gold they can ship, although the prices here 
may be greatly higher than abroad. It is the fellow who remits who 
has to pay the premium, and this fellow with us is the foreigner and hm 
agent who howl so lustily for par, while no American productive indus- 
try has ever asked for a convertible currency or for a par, except when 
it shall come of itself in the only possible way to endure by extinction 
of the foreign debt. 

In regard to the volume of currency which a country ought to have^ 
there is no rule by which a specific amount can be named ; but so long 
as a country continues to be creditor by exports exceeding in value im- 
ports, it is entirely immaterial what is the volume of its currency. If with 
a billion of currency its exports exceed its imports the foreigner cannot 
endanger the par between its paper and its gold legal-tenders; that is a 
position which cannot be controverted, although it is not probable that 
a country with a billion of currency could export largely j its prices 
would be above those of all others. 

Mr. Ewma. But if it be a debtor country ? 

Mr. Winder. Then of course gold will be at the mercy of the foreigner f 
with a " convertible'' currency it will be withdrawn; suspension of spe- 
cie payments will follow with premium on gold. The power of a creditor 
country over the currency, interests, and welfare of a largely debtor 
country with a "convertible" currency, is more searching, absolute, and 
despotic than that of any tyrant that has ever plundered his people. 

Mr. EwiNa. The resumption of specie payments is, at present, im- 
practicable. 

Mr. Winder. The sun at noon-day is not a more indisputable fact. Mr* 
Sherman^ the ablest exponent of the resumption fallacy, with the coun- 
sel of the ablest of those who would profit by resumption, in his exami* 
nation before this committee was utterly unable to solve the problem iu 
the only way it could be solved, by showing conclusively that demands 
would not or could not be made exceeding an amount specified, and theu 
as clearly showing that that amount could readily be met with funds 
which he could show we would have without derangement of currency, 
convulsion of domestic productive industries, or further shrinkage of 
values. Mr. Sherman's whole exposition was not how to resume, but 
how not to do it ; it was an agglomeration of ifs, and ands, and buts, 
and contingencies, and expectations that nobody would want specie* 
If nobody will want it, nobody will suffer if there be no resumption. 

An assumed ability to pay all demands which may legitimately be 
presented is the only foundation upon which resumption should be 
based. An assured ability to pay knows no panic. Mr. Sherman's pre- 
scription for resumption is, first to run up a further debt of fifty millions 
with which to buy gold, paying interest on the bonds thus sold, forget- 
ting that on the very next day these very same bonds may be sold, and 
the very same men demand of him the return of the gold. It is useless 
to urge that this would not be done ; the purchase of these bonds is 
part of the policy of the crafty foreign creditor to lure back this country 
to the unspeakable folly of a "convertible" currency, which renders the 
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country simply a milch cow for the foreigner. He is not to be trusted ; 
he has openly avowed his capital to be his weapon of warfare, to crush 
and overwhelm our competing manufactures. Who are the parties who 
have snared the Secretary with a promise of fifty millions, and have ca- 
joled him into a blind confidence that this foreigner, who, when we owed 
him only from 30 to 200 millions, never failed every few years to con- 
vulse us by a drain of gold, now that we owe him 2,000 millions will no 
more demand our gold! Mr. Sherman professes to believe this in the 
face of the fact that while we were gorging him with 2,000 millions of 
securities, even in that moment he drained us of 800 millions of gold. 
Now, if he don't intend to draw why does he want specie payment! He 
wants par. Well, if he will guarantee that no gold shall be drawn, par 
will come of itself. 

Mr. EwiNa. But where there is acknowledged inability ? 

Mr. Winder. To illustrate: Look at the cases of Overend, Gurney & 
Co. and Duncan, Sherman & Co. Up to the moment of their failure they 
vrere apparently solvent, and would have continued so to this day if 
inconvenient demands had not been made upon them. Had people 
known of their condition, of their inability to meet the demands which 
might be made, they certainly would not have made deposits with them, 
vrottld not have trusted them. And yet the United States in regard to 
resumption is in the condition these firms would have been had their 
affairs and their inability to pay been laid open to view. The inability 
of the United States, under a ^^ convertible^ currency, to meet all the 
demands which may be made is not only similar to that of these firms, 
but this inability is laid bare to the public gaze. All the world plainly 
sees that the demands which may be made exceed, ten times over, the 
amount of gold which the banks and the Treasury can possibly have. 
One-tenth of the demands which the rival foreigner may make would 
gulp down all the gold that could be accumulated. And yet, without 
the shadow of assurance that one-tenth, one-fifth, or one-half even 
may not be called for, Mr. Sherman, with intrepid faith in the harm- 
lessness of the Trojan horse, proposes to the country that it shall accept 
him. The foreign influence has with rare periods been most potential 
in shaping our fiscal policy. England herself owes her prosperity 
mainly to an inconvertible currency. By holding her gold, forcing up its 
price, she compelled the foreign creditor to purchase her commodities ; 
the high price of gold gave immense stimulus to her industries so that 
every one was profitably employed; her exports increased, her manu- 
facturing system became organized, the markets of the world were 
made familiar with her manufactures, so that by the time she emerged 
from foreign debt she was in a condition for free trade and specie pay- 
ment, which she has persistently sought to impose on debtor nations. It 
was the withholding of gold upon which Pitt so confidently relied to 
rescue England from debt to the foreigner; and right well did that 
policy serve her. Yet with a serpent-tongue at the ears of our Secre- 
tary of the Treasury, she has taught him that a '* convertible" currency 
is the one thing needful for a debtor country, and that honor and hon- 
esty require that we should let the foreigner absorb the fruits of our 
labors. I assert without qualification that an inconvertible currency 
does no injustice to the foreigner; he gets gold whenever he is entitled 
to it; if he sells us anything for gold of course he gets it. If he pre- 
fers to sell it for greenbacks he has no claim for gold, but like our own 
people can get it in the market. Ko one has injustice done him by an 
inconvertible currency; no one has ever shown injustice; no one can do so. 

It has been stated that an English gentleman came over to this conn- 
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try with $500,000 to obtain the demonetization of silver. The commit- 
teie which reported the bill for that purpose stated — I have read in the 
report itself the name of this party — that it was mainly upon his 
representations that they were induced to bring in the bilL 

Mr. EoBT. Then you are going upon the hypothesis that somebody 
was bought and sold! 

Mr. Winder. That this party came over prepared to use this monc^ 
in any way by which he couM secure the passage of the bill. Bat it 
would seem from the facts that he had no occasion to spend a dollar of 
it. In regard to the committee itself, I hold that the facts reveal this 
state of affairs. This agent came over with the highest recommenda- 
tions from men in high position in England to men of equal position in 
New York, and, in turn, they gave him letters to Washington, com- 
mending him to consideration as one of the highest financial authorities. 
Indeed, it is very clear he was with the committee magister ipse; for 
they evidently were so impressed with his financial theories that they 
accepted him as their Gamaliel, and as such introduced him, in their 
report, to the House, believing, as sincerely they did, they were offering 
conclusive authority for the House accepting their bill. It is very 
likely, is it not, that England would send over a man with $500,000 to 
spend to induce us to pass a law for our own. benefit and to her disadvan- 
tage! England is so famous for her disinterestedness that no one can 
doubt the motive which prompted the sending of this missionary. 

Mr. Fort. Do you agree with Mr. Colgate that it will take three 
hundred and fifty millions in gold to redeem the three hundred and fifty 
millions of Treasury notes! 

Mr. Winder. Certainly it will. 

Mr. Fort. Can the Secretary of the Treasury resume without having 
as much gold as there is paper outstanding f 

Mr. Winder. Even should he have as much gold as there is paper 
outstanding, there is no certainty that he can maintain specie payment. 
If be had twice as much gold it could all be abstracted by the foreigner. 

Mr. Fort. Then how can we resume ! 

Mr. Winder. We cannot resume and maintain specie payment with 
any certainty until we get out of debt, or so nearly so that the debt if 
drawn in gold would not endanger suspension. This system of "con- 
vertible'' currency must and will be abolished. If any one can show 
any advantage from it to any of our industries, let him do so. 

Mr. Eames. Do I understand you to say that there can be no resump- 
tion of specie payment so long as the country owes a dollar! 

Mr. Winder. I would not say so long as it owes a dollar; but so long 
as it owes enough to enable the foreigner to sweep away the basis, or a 
ruinous portion of it. 

Mr. Eames. What has this government got to do in order to resume 
specie payments except to meet interest on its public debt, and to pay 
the legal-tender notes now outstanding? 

Mr. Winder. It must break the power of the foreign creditor for 
draining us of gold by stimulating an excess of exports over imports; 
he now has the power to present more than can be redeemed. 

Mr. Eames. But when the government once redeems the Treasury 
notes, what becomes of them ? 

Mr. Winder. The government is obliged to pay them out again ibr 
current expenses. 

Mr. Hardenbergh. Would you fund greenbacks'? 

Mr. Winder. No ; I would on the contrary substitute greenbacks for 
national-bank notes ; by that simple act, the 20 millions gold a year 
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which you would save as a sinking-fund, would in thirty years have 
paid off the entire national funded debt; that is one essential difference 
between greenbacks and national-bank notes. 

Mr. FoBT. What do you mean by convertible currency! 

Mr. Winder. I understand it to mean that the paper currency is re- 
deemable in coin on demand. 

Mr. Fort. Is gold or silver a convertible currency ? 

Mr. Winder. Gold and silver currency alone, of themselves, are not 
a convertible currency ; that means that paper is convertible into coin 
on demand, redeemable in coin. Coin is irredeemable. 

Mr. Fort. How can you stop it, unless you destroy the paper cur- 
rency f 

Mr. Winder. All that is necessary to stop a convertible currency is 
to have no law exacting convertibility. Paper and coin legal-tenders in 
creditor countries will pass at par, with or without law. In largely 
debtor countries it will be below par in spite of all the laws which can 
be framed. 

Mr. Eames. I understand from you that the more you can get of this 
(greenback) kind of paper carrency, the better it is? 

Mr. Winder. No, I do not say so. I have not said anything of the 
kind. I should say, myself, let the volume of currency remain fixed, 
where it is. 

Mr. Eames. Do you think there is any more currency outstanding, 
including legal-tender and national-bank notes, than is necessary for the 
legitimate business of the country ? 

Mr. Winder. Whenever the currency is increased or decreased, the 
change always entails injury on somebody. If you increase it, the. 
creditors lose; if you decrease, the debtors suffer and all property 
shrinks; therefore there should be neither increase nor decrease with- 
out conclusive justification. 

Mr. Eames. You do not think it safe to leave a question of that kind 
to the discretion of Congress ! 

Mr. Winder. Somebody must be trusted, and if we cannot trust 
Congress who can we trust! 

Mr. Fort. Do you hold that the resumption act should be repealed, 
even though gold should go to par ? 

Mr. Winder. I do. The resumption act is a snare set by the for- 
eigner to get his hand upon the throat of all our interests, especially 
our manufacturing interests. The brokers tell Mr. Sherman resumption 
is practicable, if the price of exchange can be kept down ; with all of 
its advocates, resumption is invariably linked with an impossible if. 
An assured ability to meet all demands has no ifs or buts, and is the 
only condition which assures resumption. 

Mr. Fort. What benefit is to come from resumption ? 

Mr. Winder. That is an insoluble problem to all but the foreigner ; 
he alone will profit by it. 

Mr. EwmG. Explain a little more and connectedly your idea that the 
rise in the price of gold is a stimulus to industry. 

Mr. Winder. Suppose cotton is selling at 10 cents a pound and the 
premium on gold is 1 per cent., you get lor your bill of exchange only 1 
per cent, premium 5 if gold should shoot up 20 per cent, you would 
get 20 per cent, on your exchange ; the price of cotton would go up 
two cents in greenbacks, the price in Europe for it being unchanged. 

Mr. EvriNG. But the difaculty about that is, that the cost of produc- 
ing the cotton or the flour would probably be 20 per cent, more than if 
gold is at par. 
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Mr. Winder, The advance in gold would cause an advance in all ex- 
portable commodities and might increase the number of kinds of export; 
if the premium be very high, commodities would go abroad which have 
never heretofore been exported. If the rise in the price of gold were 
caused by an augmentation of paper then your objection would be good, 
but with the same volume of currency the expense of production would 
not be increased anything like the advance in gold ; foreign and export- 
able commodities would be higher. 

Gold is no part, now, of the currency; it is held as a commodity for 
which we ought to get the highest price we can, just as we do for 
other commodities. Gold is high only because the foreigner wants it 
If he can realize more gold in Europe from $1,000 worth of flour or oil 
or any commodity, than he can buy of gold here with $1,000 green- 
backs, he will, of course, remit commodities. Does not this statement 
make it perfectly clear that a rise in gold, a high premium, insures in- 
creased sale of commodities at augmented prices and causes commodi- 
ties to go abroad, which, but for the premium in gold, could not be ex- 
ported. 

Mr. EwiNG. Explain why you think the silver bill will drive gold out 
of the country. 

Mr. Winder. All of the creditor countries want gold. Silver being re- 
ceived for duties will tend to lessen demand for gold, and consequently 
lower the premium so that the foreigner will the more readily take it ; 
indeed silver, on speculation, may be sent here and sold and gold bought 
and remitted for it. 

Mr. HARDENBERaH. Why will they do so any more than before we 
issued this large amount of silver ? 

Mr. Winder. Because silver has gone up by being monetized. 

Mr. Fort. What special harm is that f 

Mr. Winder. It gives inducement to take gold instead of commodi- 
ties. 

Mr. Fort. You say they will take gold and send their silver ; what 
harm will that do? 

Mr. Winder. You have much gold to pay, and to buy gold back will 
cost yon much more than you sold it for, besides the gold having taken 
the place in export of so much commodities. 

Mr. Phillips. As I understand you, by making our paper and gold 
convertible we endanger the maintenance of the equalization of values? 

Mr. Winder, I do not know that I understand you. 

Mr. Phillips. We have now an equalization of values ; gold and 
greenbacks are nearly at par. 

Mr. Winder. Yes, at par, just as Duncan, Sherman & Co. were solvent 
until somebody asked payment. 

Mr. Phillips. Do I understand you that when we make this paper 
convertible into gold after the first of January, we endanger this equal- 
ization ? 

Mr. Wil^DER. Certainly. This equalization, as it is called, is only 
temporary, beyond all manner of doubt, greatly due to foreign manipu- 
lation, who, by this showing, expect to ensnare this country into re- 
sumption. I suppose that no intelligent, well-informed man in the 
country has a shadow of doubt that the syndicate and their Europeaa 
connections could, in a month, raise the premium on gold to twenty or 
thirty per cent. Who is able to answer for it that they or some other 
of equal ability will not, after resumption, make a ruinous demand for 
gold*? The whole question is this: the foreign creditor can break down 
resumption at any moment — what suflQcient assurance have we that he 
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will not do it 1 Until that assurance can be had, resumption has to a 
prudent mind an insuperable barrier. 

Mr. PhmLiLIPS. Then resumption, instead of maintaining the values, 
will destroy them f 

Mr. Winder. Eesumption places us absolutely and helplessly at the 
mercy of the foreign creditor — the moment for a crash depends entirely 
on his will; it may be sooner or later, but is inevitable; it is literally 
the sword of Damocles hanging over the head of our currency. Since 
Asia has ceased to drain Europe so largely there is less need for the 
foreigner drawing gold, but his avowed policy of a money warfare to 
crush out our manufactures ought to be a sufficient caveat to our states- 
men not to place these great interests of our country at the mercy of a 
rival who professes a purpose of extinction toward them. The result 
of a "convertible'' currency giving power to the foreigner has caused 
ninety-five of every one hundred persons who have embarked in busi- 
ness in this country to fail ; that has been the fruit which it has pro- 
duced. Is it so grateful that we must go crazy to get back again into 
the same fatal rut t 

The foreigner and his satellites in this country charge all our disas- 
ters to overproduction of domestic commodities. As we imported some 
two thousand millions of foreign products more than we exported, it 
would seem that our fault was too little production, for had we produced 
enough for ourselves we would not have needed this immense supply 
from the foreigner. But suppose we had produced five times as much 
as we did, will these logicians show how these excessive productions 
could have brought us into debt; how they could have caused a dollar 
of gold to go abroad ? 

Mr. Bell. If that were true, and if overproduction could account 
for the depressed condition of the country, would not ceasing to produce 
correct the evil ? 

Mr. Winder. I should like to hear Mr. Eesumption answer that 
question. William Pitt said it was idiotic to suppose a country largely 
in debt to the foreigner could resume specie payment; the debt is in 
effect a loan on call, which the foreigner can make at any moment. 

Mr. Phillips. Then you hold that the only safe resumption would 
be in paying ofl:* our foreign debt and funding it at home *? 

Mr. Winder. I do not consider resumption or a convertible currency 
wholesome anywhere ; but certainly the foreign debt should be so re- 
duced that a demand for its payment should not overwhelm us with dis- 
asters ; if owned at home, the debt would not comparatively hurt. 

Mr. Bell. What is the reason that the debt would not hurt if owned 
at home ? 

Mr. Winder. Because it would not cause a drain of gold to derange 
all interests ; the whole amount would continue to circulate. 

Mr. EwiNa. What have you to say about the probability of the Sec- 
retary of the Treasury maintaining resumption after the 1st of Janu- 
ary, 1879 f 

Mr. Winder. The syndicate, with its foreign affiliations, is very pow- 
erful, and they may stave off for a time embarrassing demands, but if 
their interests should dictate a different course they could in a month 
put an end to resumption. The foreigner would have Mr. Sherman in 
his power as much as a cat a mouse it has caught. She may allow it 
to seem to be at liberty for a while, but, sooner or later, with a slap of 
her paw she puts an end to her victim. So the foreigner with Mr. Sher- 
man ; no one knows the moment his paw will slap over the Secretary ; 
but come the catastrophe certainly will. 
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1. Eesamption of specie payments means an ability to meet all legiti- 
mate demands for specie which may be made without causing derange- 
ment of the currency, convulsions among productive industries, and 
shrinkage of values. 

2. ^e only legitimate actual need for any considerable amount of 
coin is for the foreigner — is to pay foreign claims. A domestic combi- 
nation or conspiracy on a large scale might call for a large amount, but 
in the absence of claim by the foreigner a domestic combination can never 
be very formidable. 

In a " convertible " currency exacted by law the ratio between coin 
and paper currency, including deposits, is never less than three to six 
for one. Consequently, on the withdrawal of coin, a corresponding cur- 
tailment of the currency must be three to six dollars for every dollar of 
coin withdrawn. In case of a drain in a largely debtor country by the 
foreigner, as the extent to which he may drain is unknown, the banks, 
in order to prepare for the worst, do not stop at a curtailment of their 
loans at the ratio of three or six to one for coin actually drawn, but, in 
anticipation that there may be further demands, remorselessly continue 
the curtailment of loans to save their coin until such a general crash 
takes place that their debtors can no longer pay up, and the prices of 
commodities fall so far below foreign markets that the foreigner can re- 
alize more gold by shipping commodities than he can by shipping gold. 
But this process has brought down the commercial community and 
debtors generally by battalions, has deranged the currency, has crushed 
manufactures, has thrown hundreds of thousands of the willingly-indus- 
trious into idleness, has broken the hearts of thousands, reduced the 
affluent and the moderate to poverty, and has demoralized the whole 
community — all of these evils flowing clearly, directly, and solely from 
the foreigner demanding gold instead of taking our commodities in ex- 
change for his commodities sold to us. 

The foreigner has availed himself of our large volume of paper cur- 
rency in tchieh to sell his own goods at high prices, but instead of buy- 
ing our goods with the currency he received in payment for his com- 
modities, he insists on taking all of the coin, upon which the whole 
currency is based, with the one-fourth of it which he received for his 
commodities 5 by this process, which is possible only under the idiotic 
" convertibility " process, he leaves the other three-fourths of the cur- 
rency without any basis, and, of course, the community without a dollar 
of currency, unless by a violation and utter disregard of the "con- 
vertible" law, by a "suspension" of specie payments by the banks, and 
the adoption of temporary inconvertible currency. 

Thus it appears that in every emergency the '^convertible" currency 
has to seek shelter and recuperation under the wing of the " incon- 
vertible." Kow, we ask in all soberness and candor, which is the pref- 
erable, the " convertible," which ever proves itself helpless in emer- 
gencies, or the inconvertible, which ever rescues a community from the 
depths of misery into which a "convertible" currency has never failed 
to hurl it, and which always fails to afford relief to a community at the 
only times when its service can be of any use whatever, and instantly 
flees to the shelter of that despised " inconvertibility " Which is ever 
courted in adversity, and which alone has ever rescued a community 
from the evils incurred by a " convertible" currency. The moment the 
inconvertible brings a community into the region of prosperity, the 
" convertible " again usurps the throne only again to betray the" com- 
munity into the power of the foreigner. 

It is the foreigner, and those who with him profit at the expense of 
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the community, alonej who howl for "convertibility.'' No American 
prodactive indofetry profits by "convertibility.'' Every American pro- 
dnctive indastry has been, is, and ever will be, the victim, while the 
foreigner always profits by it. 

Ab "inconvertible" cnrrency of a fixed volume is a self-sustaining, 
self-adjusting, self-renovating power, upon which alone any community 
can safely rely. When foreigners and their agencies in this country 
" overwhelm " us with imports, refuse to take full pay in commodities, 
but require gold, let Ihem pay for it 5 they have got pay for their com- 
modities in currency, just as the holders of domestic commodities have ; 
let both stand on an equality ; let him who wants gold buy it in the 
market. The foreigner has the right to sell his goods for gold ; he can 
always do so, but then he must take the gold price, whatever that may 
be^ but no, the foreigner wants to sell in currency at high price, 
and then to get gold at par. This is a damnable insolence as well as a 
robbery, and yet it is only such persons and their abettors who squall 
and bellow for " honest" money, when they refused to sell for what they 
call " honest " money, and preferred to sell in currency. 

Now, when the price of gold advances, say 10 per cent, for an ex- 
ample, the effect is just this : The shipper of American commodities will 
get just 10 per cent, more for his bill of exchange, and this bill of exchange 
is bought by the foreigner for remittances he pays the premium. The 
shipper of American commodities profits by it. This premium enables 
millions of our commodities to go abroad which would be obliged to re- 
main at home without the aid of this premium. Everybody can under- 
stand that if there be a loss of 1 per cent, no one wishes to ship a ton ; 
but if there be a profit of 5 or even 1 per cent, people will ship a hun- 
dred millions of tons, or so long as they can realize profit of 1 per cent. 
The consequence is, exports have a bounty of the premium on gold, 
while imports have a quasi duty of the same amount. This process en- 
courages exports and discourages imports. There is one proposition 
which is a pure truth if not an axiom, and should be the motto of every 
statesman: Take care to encourage exports : imports will take care of 
themselves. 



Views of Mr. J. D. Vermihje^ president of the Merchants^ National Bankj 

New York. 

Washington, D. C, April 19, 1878. 

Mr. EwiNa (to Mr. Vermilye). The Committee on Banking and Cur- 
rency is engaged in an inquiry as to whether it is practicable and con- 
sistent with the public welfare to resume specie payments on the first 
of January, 1879, and we have invited you here for the purpose of 
obtaining your views on the subject. 

Mr. Veemilye. You ask me the question whether, in my judgment, 
it is practicable for the government to resume specie payment on the 
1st of January next. 

Mr. EwiNa. To resume and maintain resumption. 

Mr. Vermilye. I do not, for myself, see the slightest difficulty in it. 

Mr. EwiNa. Do you think the present volume of paper currency can 
be kept afloat redeemable in coin *? 

Mr. Vermilye. I do not see that there is any difficulty in that at 
this time. I have always wished, and wish now, that the amount of 
currency was reduced ; but, in the present state of business, with ex- 
change in our favor, we are not losing coin to any amount, and I do not 
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see why we should. I do not see anything ahead, at any rate, for 
eight or ten months, to draw away our coin. I should not think there 
was any difficulty at all in maintaining resumption, particularly as the 
legal-tender notes are to be reissued and used. That, I understand, is 
part of the plan. The Secretary of the Treasury, as I understand, has 
the right to reissue legal-tender notes. 

Mr. Ewma. He so interprets the law now, but I have not understood 
that such has been his interpretation heretofore. 

Mr. Vermilye. I only understood it so from reading the conference 
of the Secretary of the Treasury with this committee. I had supposed 
that the law provided for an absolute redemption of legal-tender notes. 

Mr. EwiNa. What is regarded as a safe reserve for the maintenance 
of specie payments — what proportion of coin to paper outstanding! 

Mr. Vermilye. Under the old system we used to think that, with a 
reserve of from 25 to 28 per cent, of coin against deposits, we were 
pretty strong. 

Mr. EwiNG. Against deposits and circulation ? 

Mr. Vermilye. Circulation, so far as the New York banks were con- 
cerned, did not amount to a great deal. The New York banks were 
never able to keep out their circulation. I do not suppose that there 
ever was a time that the city banks of New York could not maintain 
specie payments on their own notes. Take, for instance, our own bank. 
It was difficult for us, under the old system, to maintain a circulation 
of $200,000 ; and under the new system we took out $900,000 of circula- 
tion, and hardly ever saw a note of it at that. 

Mr. EwiNa. When specie payments are resumed, the coin reserve for 
redemption (whether in the Treasury or in the banks) must of course be 
in some considerable proportion to the circulation and deposits com- 
bined — you would say 25 to 28 per cent. ? 

Mr. Vermilye. That question would not operate, so far as the gov- 
ernment is concerned. As I understand it, the maintaining of specie 
payment by the government is the payment of its demand debt. It is 
not a question of bank deposits. 

Mr. EwiNa. I am treating the government and the banks as in effect 
one, so far as the maintenance of specie payments is concerned. All of 
the deposits and all of the bank circulation are at last solvable in legal- 
tender notes which are solvable in coin, so that the government is prac- 
tically at the bottom of the structure. In old times you thought tkat 
from 25 to 28 per cent, of the amounts of the deposits should be held as 
coin reserve. 

Mr. Vermilye. Yes ; I spoke of the financial centers, New York, 
Boston, &Q. Of course the country banks never carried anything like 
that. They relied upon the city banks, and they do now, and would 
still in case of resumption. I think that the country banks would do as 
they do now, consider their reserve in l^ew York banks as their reserve ; 
as in case of resumption it would be immediately converted into specie. 

Mr. Ewma. What was the old rule of proportion of the coin reserve 
to the currency outstanding ? 

Mr. Vermilye. I cannot answer that. I never paid much attention 
to it. 

Mr. HARDENBERan. It was not over 10 per cent., was it f 

Mr. Vermilye. I should say from 10 to 12 or 13 per cent., but I can- 
not give you anything like an exact answer. 

Mr. EwiNa. What is the rule in England ? 

Mr. Vermilye. That I do not know. So far as the Bank of England 
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goes, I believe that the rule is to have coia against its issues, dollar for 
dollar. 

Mr. Bwma. We have now, according to the report of the Comp- 
troller of the Currency, something over twenty-two hundred millions of 
deposits, largely demand deposits, in the various banks. There are then 
six hundred and fifty millions of paper money in circulation, making in 
the neighborhood of three thousand millions of paper money and depos- 
its. About what proportion of coin will the government have on the 
1st of January, 1879, to turn all these deposits and circulation, practi- 
cally, into a redeemable demand? 

Mr. Vermilye. I do not think it necessary to carry the 25 or 30 per 
cent, reserve on twenty-two hundred millions of deposits and sixty-five 
millions of paper currency, because, in the first place, if the government 
is allowed to reissue legal-tender notes, it will go on reissuing them over 
and over again. After all, it is a matter of confidence. That is all that 
there is in it. If people are alarmed about the government not being 
able to pay its legal- tender notes with a fund of one hundred and 
twenty-five or one hundred and thirty millions of gold (three hundred 
millions of greenbacks being out), the government would be just as 
easily broken as it would be if there should be an attempt to break the 
banks and the government together by a demand for the payment of 
deposits and circulation to the amount of twenty-eight hundred millions 
(inscribed credit and issues). After all, as I say, the whole thing resolves 
itself into a matter of credit and of faith. If the people have faith in 
the government that when they need to draw one hundred dollars or a 
million of dollars, they can go with their greenbacks to the subtreasury 
and get it in coin, that is all that there is of it; and unless there is that 
faith and confidence in the government, specie payment cannot be re- 
sumed under any circumstances. If the government anticipated that it 
would be called upon to pay its three hundred millions of legal-tender 
notes in gold, anybody can see that it could not be done. But that is 
not the case, and is not likely to be the case. I think that for a time 
after the commencement of specie payments there will be a pretty heavy 
demand for gold, and that demand may arise from this cause : People 
have been so long without coin that they rather like to see whether 
they can get it, and for a time' they may draw heavily upon the govern- 
ment supply of coin, because that is the only source of coin that there 
is. Whatever coin is in the banks is on special deposit. But I think 
that that demand will very soon subside. I do not think that there is 
any danger whatever in the government attempting to resume specie 
payment on the first of January, 1879. I do not see that there can ever 
occur a period when the government can better do it. The whole trade 
of the country and the state of exchange at present (and as it is likely 
to be) all tend to that one result. 

Mr. EwiNa. At the base of this twenty-eight or twenty-nine hundred 
millions of deposits and currency outstanding there is, or will be on the 
Ist of January, 1879, $140,000,000 of coin. That is the amount which 
the Secretary anticipates. You say that there will be a pretty large 
drain to begin with ; but that so long as confidence lasts the govern- 
ment is safe. May not that drain be large enough to shake confidence ? 

Mr. Vermilyb. I should say not. You must bear in mind that the 
very fact of the resumption is an inflation of the currency. You are 
not withdrawing a dollar of legal-tender notes which you cannot reis- 
sue. You are therefore adding to the money of the country, money 
which is now demonetized, to the extent not only of the $140,000,000 of 
gold which the government may hold on that day, but to the extent of 
H. Mis. 62 7 
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the $35,000,000 or $36,000,000 of gold in the New York banks which 
now stand as special deposits. Of coarse we are not going to take 
special deposits after the 1st of January next We are not going to 
allow depositors to draw their currency in greenbacks, then go to the 
subtreasury and convert them into* gold, and bring the gold to us and 
deposit it as a special deposit. If we allowed that we would be squeezed 
to death ; and the only thing we can do is to notify our dealers that 
after the 1st of January, and perhaps earlier, gold will not be received 
on special deposit. If taken, it must be taken as a general deposit, the 
same as bank or United States notes. So that you see that you not 
only add to the circulation the $140,000,000 of gold that is in the Treas- 
ury, but also the special deposits of gold in the Kew York banks. I 
take it that if specie payment is resumed on the 1st of January next 
the premium on gold is wiped out; then there is no object for dealers to 
have special deposits. If you have a deposit of $150,000 of gold in a 
bank, you do not want to go to the bank to borrow $150,000 on that 
gold and pay interest for it. Gold is then worth no more than the paper 
itself. 

Mr. EwiNG. What is the amount of these special deposits that you 
speak off 

Mr. Vermilye. My recollection about the special deposits of gold in 
the New York banks is that they are something like $30,000,000. Our 
own bank, for instance, has $2,000,000 of special deposits in gold. 

Mr. EwiNG. That would make $160,000,000 at the base of this 
$2,850,000,000 of circulation and deposits ? 

Mr. Vermilye. Yes, sir. 

Mr. Ev7iNa. If you do not take gold on special deposit after the 1st 
of January, 1879, and if you expect to get it on general deposit, you 
must expect then to pay gold to any of your depositors that want it ? 

Mr. Vermilye. Certainly. 

Mr. EwiNa. That practically turns the bank deposits into a gold de- 
mand after the 1st of January, 1879. 

Mr. Vermilye. That is so. 

Mr. EwiNa. You speak of its being impossible to resume specie pay- 
ment without confidence, that is, confidence that this $160,000,000 of 
gold will answer all the actual demands that will come from the holders 
of twenty-eight or twenty-nine hundred millions of outstanding gold 
demands. 

Mr. Vermilye. In answer to that I would say, that if a man has a 
credit in a bank he is not, of course, going to load himself down with 
gold — to take the gold home and lock it up — when he is satisfied that 
to-morrow he can get all he wants. In other words, he does not want 
any more gold than he is obliged to use — say for duties or something 
of that kind. And even, after the 1st of January, the legal-tender notes 
are really receivable for duties. 

Mr. EwiNG. The country is practically barren of gold now, and you 
say that there will be a pretty large demand by persons who prefer to 
have gold to hold or hoard it 5 may not even that demand from our own 
people run up to the amount of this reserve ? 

Mr. Vermilye. We have never found in New York, during specie 
payments, that the demand for coin came from interior towns or cities, 
outside of the large cities of the country, except in certain cases like 
this. We have found, in old times, during specie payments, that during 
the cotton season a considerable amount of gold went to the South. But 
the trouble has always been, in the suspension of specie payments, that 
the exchange was against this country, and that the specie was leaving 
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the country, not that it was going into the interior, for it never did go 
there to any great extent. Take a country bank with a capital of, say, 
half a million of dollars, and I do not suppose that you would ever find 
over $50,000 of coin in its vaults. The country banks would rely on 
their New York, Boston, or Philadelphia credits as coin. 

Mr. EwiNG. But before the war, when we had, according to Mr. 
Amasa Walker's estimate, $285,000,000 of coin in the country, the banks 
never held in their reserves over $83,003,000 of coin, leaving more than 
two-thirds of all the gold in the country outside of the banks. In that 
situation the people held over two-thirds of the coin in the country, 
but in the present situation the banks and the Treasury hold practi- 
cally the whole of the coin and the people none. 

Mr. Vermilye. I hardly think that you can say that the people 
have none. There must be a very large amount of coin among the peo- 
ple. How much, of course, I cannot get at, but I only judge from a 
little circumstance within my own knowledge. I know one case where 
a lady, in 1864, put in my hands $6,000 in gold coin. I have tried to 
induce her, time and again, to sell that coin and invest the amount. 
1 have at this day the identical coin which she placed in my hands. It 
has been locked up in my chest in the bank, and there it is. That is, 
I should judge, one of a great many cases. It is a small amount, to be 
sure, but it only goes to show that there is a certain hoarding which 
you and I know northing about. In that way there may be a good deal 
of coin in the country. It is very easy to hold United States gold-cer- 
tificates. I have known cases where certificates have been taken out 
of the bank to a large amount and locked up in safe deposit compa- 
nies. That gold does not show. There is a good deal of gold in New 
York which is loaned upon, and the coin is tak^n out and held as collat- 
eral. That does not show. There is hardly a day, I think, that there 
is not more or less coin, and sometimes a very large amount, loaned upon j 
and most of the banks, I know, take the coin-certificates out, put in an 
envelope, and hold as collateral. They do not count it in place of the 
currency given for it. Some banks do, but as a rule they do not. 

Mr. EwiNa. But the amount so held in private hands, hoarded since 
the beginning of the war, must necessarily be exceedingly small. 

Mr. Vermilye. It has diminished. How small it is I cannot say. 

Mr. EwiNG. Professor Linderman estimates all the gold so held at 
fifteen millions of dollars, outside of the banks and the government, and 
east of the Kocky Mountains ; but before the war there were $285,000,000 
of coin in the country and some $83,000,000 in the banks. Therefore, 
over two-thirds of the whole coin of the country was held outside of the 
banks ; and that is so now in England and in France. 

Mr. Vermilye. What was the amount of paper circulation at that 
time I 

Mr. EwiNG. Two hundred and fourteen million dollars. 

Mr. Vermilye. That is my recollection of it. you must notice that 
the paper circulation now is three times, or three and a half times 
greater than it was then. There is no necessity for the proportion of 
coin now that there was at that time. Coin at the South was a great 
deal more freely used as a currency than it ever was at the North ; and 
you have three times the amount of paper now out, and which it is pro- 
posed to leave out as a currency. It is a well-known fact that a poorer 
currency displaces a better one, and therefore you do not now get so 
much coin. If you can assure the public that if a man wants $1,000 in 
coin he can go to the bank, or subtreasury, and can convert his bank- 
note, or his legal-tender note into coin, that is all that is needed ; and 
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SO long as there is no foreign demand and no ontflow of coin, yon are 
perfectly safe in assuming that with $140,01)0,000 of coin in the Treas- 
ury, and with the amoant of coin that is in the hands of the public, and 
also in the banks, there is no difficulty in resuming specie payments. 

Mr. EwiNG. You say that the poorer currency always drives out the 
better ; and you are going on the assumption that gold is the better 
currency. On that assumption resumption is impossible. 

Mr. Vermilyb. What I mean is this : that if a bank-note or a legal- 
tender note of $1,000 will answer a man's purpose, he is not going to 
change it into silver and gold and lug the specie with him. 

Mr. EwiNG. Then you think that bank-notes are better than gold and 
silver*? 

Mr. Yermilye. No ; I think exactly the opposite of that. I am just 
as far from thinking that as you can possibly dream of. I do not be- 
lieve in it. I would consent to withdraw bank-notes and leave the out- 
standing currency to the government If we are to have an excessive 
paper issue, I would give it to the government. 

Mr. EwiNa. The meaning of the poorer currency driving out the bet- 
ter is, that when there is an established difference between one kind of 
currency and another, the people hoard that currency which seems to 
them to be best. That is the condition of things which I apprehend 
after the 1st of January, 1879 5 that the people will entertain your idea 
that gold is the better currency, and that therefore eold will go practi- 
cally out of circulation ; that is, it will be hoarded by the people. 

Mr. Vermilye. I do not suppose (as I stated in the beginning) that, 
if the people have faith that they can get the coin when they want it, 
there will be any great demand for coin. In the case of the silver dol- 
lar there was a' desire at first to handle the new silver dollar, but I 
think the people are now entirely satisfied, and do not want any more. 
I carried a couple of silver dollars in my pocket for three or four weeks, 
and I was very glad to get rid of them. People are not going to be 
loaded down with coin if they are satisfied that when they want it they 
can go and get it. 

Mr. EwiNa. Now, on this point of the amount of gold in the cooatry. 
In England they have $772,000,000 in gold and silver, according to the 
estimate of the deputy master of the British mint, of which $120,000,000, 
or one-sixth, is in the banks. In France they have, according to the 
estimate of Victor Bonnet and the London Economist, $1,400,000,000 in 
coin, with $417,000,000, or about one-fourth, in the banks. In this coun- 
try we had before the war, when we had specie payments, $285,000,000 
coiu,of which the banks succeeded in controlling $83,000,000. All of which 
facts indicate, it seems to me, that, in order to maintain specie pay- 
ments, you cannot rely on being able to control in the redemption-fund 
over a third of the aggregate volume of coin in the country. That is, 
the home demand for currency will absorb two-thirds of the coia that 
is in the country. Now, if that rule, which applies in England and 
France, and which applied here before the war, be applied to us now, it 
is perfectly evident that as almost all the coin in the country has got 
into the Treasury and the banks, when redemption comes two-thirds of 
it will be got out and will be absorbed by the people. 

Mr. Yermilye. What is to make the demand for coin under resuoip- 
tion ? What is there now to make a demand for coin? I do not kuow, 
and you do not know what is going to make a demand for coin in the 
future, but what is there now in the state of the business of the country, 
or in the state of the exchanges, to make a demand for coin ? 
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Mr. Ewma. Every man who has $25 to carry in his pocket will find 
it just as convenient to carry it in gold as in paper, 
Mr. Vebmilye. There you are mistaken. 

Mr. EwiNa. Every man who wants to hoard money will hold it in 
gold rather than paper ; because paper is an unsafe thing to hoard ; it 
may be burned, or it may be eaten up by rats or mice. Confidence in 
the banks has been a substitute for coin, because the people could not 
tell the condition of the banks, and would assume from the character of 
the men controlling them that they were all right. Here was redemp- 
tion maintained on confidence. But you cannot rely on that confidence 
when the public see, day by day, exactly what the drain from the Treas- 
ury is. And if this drain should amount to one-half of the amount in 
the Treasury in the first month after resumption, whatever confidence 
there was would probably be lost. There is no concealment of the con- 
dition of the Treasury. It is known to everybody. And therefore con- 
fidence cannot be a substitute for coin. That is the way it looks to me. 
Mr. Vbrmilye. It does not seem to me that there is going to be any 
drain of gold after a short time, when the people see that they can get 
it. You say that in the first thirty days after resumption they may de- 
plete the Treasury to the extent of one half— $70,000,000. I think that 
in ten or fifteen days after resumption there may be some pretty large 
demands for coin ; but what is to become of the coin I It is not taken 
away. It is put in banks. It is not lost to the public. It is not lost 
to the business community. It is just adding so much more circulation. 
It is a means of inflation. If a man gets $25, or $50, or $100 in coin, it 
is in place of so much paper. He is no richer, and the banks are no 
poorer for having gold instead of paper. You are bringing in one hundred 
and sixty or one hundred and seventy millions of dollars, and as you 
go on to coin silver there is no end to it so long as you use the paper. 
You are just adding so much to the circulation of the country, and if 
the country were in a prosperous condition you would see a state of 
things somewhat such as we had at the commencement of the issue of 
legal-tender notes. Now, I would like to see the greenbacks redeemed, 
as was certainly the meaning of the resumption act. The meaning of 
that act was not that the Secretary of the Treasury should pay $100 or 
$500 of gold to-day for greenbacks, and then should reissue the green- 
backs to-morrow; I should like to see their absolute redemption. 
Mr. Bell. And the destruction of the greenbacks 1 
Mr. Vermilye. And the destruction of the greenbacks. I should 
like to see their destruction at once to the extent of $140,000,000, to 
bring down the paper currency. I think that then we should bring prices 
more to their real values, and everything would be on a firm, solid basis. 
You will have an enormous volume of currency when you add to the 
amoant outstanding $180,000,000 of gold and silver coin, and when 
there is no end to the amount of coinage of silver which you are con- 
stantly pouring in and issuing bonds to pay for. You are not paying 
for the silver in greenbacks, but you are paying for the silver in bonds 
on which you have to pay 4 and 4J per cent, interest, and it looks to 
me like a very dear bargain. 

Mr. BwiNa. But let us see how that works. The Treasury issues 
five millions of bonds to buy five millions worth of silver bullion ; it 
coins that bullion, and with the coin buys another five million of silver 
bullion^ and so on ; so that you have only five millions of bonds out. 
It seeuas to me that the interest-bearing debt is not increased except by 
five million dollars; and the last five millions of silver coined will pay 
for these bonds. 
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Mr. Yebmilye. What does the Secretary pay for the bullion ; does 
he pay silver, paper, or with gold ? 

Mr. EwiNa. He can pay for it in silver dollars. 

Mr. Yermilye. I do not know whether that can be done or not. I 
should doubt it. 

Mr. Ewma. It may not have been so, but it can undoubtedly be done. 
Now, you think that after the 1st of January, 1879, there is to be 
considerable inflation ? 

Mr. Yebmilye. I do. 

Mr. Evrma. That is, inflation of the currency, and also inflation of 
prices, is it not ? 

Mr. Yermilye. I should think that that would be natural. 

Mr. EwiNG. When wages go up, and the price of raw materials go 
up, that increases the cost of manufactures and will diminish our 
exports. 

Mr. Yebmilye. We are going over the same thing that we have been 
since 1861. 

Mr. EwiNG. Will it not have that effect? 

Mr. Yebmilye. It will in a measure. 

Mr. EwiNa. Will it not then change this favorable balance of trade 
and restore the old balance of trade against us ? 

Mr. Yebmilye. No ; I do not think that that necessarily follows. 
This country has gone through a state of things which it never went 
through before; and that has started the ingenuity of the people, so 
that we are not so dependent upon outside goods as to create a large 
demand for coin abroad. My apprehension of coin going abroad is 
from the amount of bonds that may come back and from excessive 
importations. Our bonds we know have been coming back for some 
time, but I do not think that that is going on now. 

Mr. EwiNa. Will not the tendency of this inflation of prices, which 
you anticipate following resumption, be to diminish our present favor- 
able balance of trade ? 

Mr. Yebmilye. I do not think that that is necessary. If you sup- 
pose by that question (as I presume you do) that we are to get all our 
goods from abroad, of course that would follow. But take our iron 
interest. That is dead now. Inflation may start that, and it may start 
the industries of this country. But what is the consequence? It starts 
it on the old system of high prices, and then this whole thing is to be 
gone over again. 

Mr. EwiNG. That is, it will end in a collapse? 

Mr. Yebmilye. It will end in a collapse. 

Mr. EwiNa. If it must end in a collapse, that means in the Treasury 
Department not being able to maintain specie payment. 

Mr. Yermilye. I do not think that that follows, because it is in the 
power of the government to retire its notes at any time. Congress can 
to-day pass an act to fund the greenbacks, and I believe that the inten- 
tion of the resumption act was to fund them. In that way it is in the 
power of the government to check this inflation. 

Mr. EwiNa. That is your mode of maintaining resumption, is it ? 

Mr. Yebmilye. That is one mode. 

Mr. EwiNa. Do you see any other safe mode of maintaining resump- 
tion? 

Mr. Yebmilye. I do not think that I can point our how long the gov- 
ernment and people can go on and pay specie, if such a state ot things 
were to come as I have indicated — a foreign demand, and a fear in the 
public mind that the government could not pay its debts. The moment 
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confidence is lost, people want the coin, and of course there is a suspen- 
sion. I do not see any reason why the government should come to that 
at all, if it will fund a portion of its notes. I do not mean that it should 
do so necessarily now, although I should like to see it done now or 
within one or two or three years. If it should do so, what is there to 
make a demand upon the government! The receipts for customs are 
paid in coin, and the government has no coin to pay out except the 
interest on the public debt. 1 do not see, therefore, why the govern- 
ment cannot maintain specie payments, simply by reducing its legal- 
tender notes, or by withdrawing them altogether. 

Mr. EwiNa. I believe with you that the purpose of the resumption 
law was to destroy the legal-tender notes as fast as redeemed. And I 
understood from the tenor of Mr. Sherman's remarks in the Senate, 
when the bill was pending there, that that was his construction. That 
mode of resumption might be entirely practicable; I do not question 
that. But the Secretary of the Treasury now says that it is his purpose 
to reissue legal-tender notes, and that he understands the law to contem- 
plate the reissue and the keeping outstanding of three hundred mill- 
ions of legal-tender notes. That is the plan of resumption respecting 
which we wished to inquire of you whether you thought it practicable 
to maintain it. 

Mr. Vermilye. I do not see any difficulty in it as things now are. 

Mr. EwiNa. But you see no assurance that things are going to remain 
as they are I 

Mr. Yebmilye. No, sir ; none of us can tell what is ahead. 

Mr. EwiNa. Things may change in eight months so as to make that 
mode of resumption impracticable. 

Mr. Vermilye. It is possible 5 but, at the same time, it is wholly in 
the power of the government to maintain specie payments by retiring 
United States notes. 

Mr. EwiNa. But if the government were to maintain resumption on 
the basis of keeping out the whole of the three hundred millions of legal- 
tender notes, you think it probable that there would be a failure ? 

Mr. Vermilye. I think it is possible. 

Mr. EwiNa. Do you not think it probable ? 

Mr. Vermilye. I do not think it is ; because I do not think that the 
government would put itself in the position. 

Mr. Ewma. You think it would retire legal-tender notes rather than 
fail in resumption ! 

Mr. Vermilye. I think it ought to. 

Mr. EwiNa. And, therefore, you think that a failure will not occur, 
because you think that the government will first retire its legal-tender 
notes ? 

Mr. Vermilye. Either retire them altogether or reduce them to a 
point where they will be perfectly controllable. 

Mr. EwiNa. What would be the effect on the business of the country 
and on th% credit of the government of a resumption and then a failure ! 

Mr. Vermilye. It would be disastrous. 

Mr. EwiNa. Disastrous to business and to the credit of the govern- 
ment ? 

Mr. Vermily^e. Yes. 

Mr. EwiNa. Do you not think that the favorable balance of trade for 
the past three years has been due, in a large part, to the decrease of the 
purchasing power of the people ? 

Mr. Vermilye. It does not strike me in that way. There is just aa 
much money now in circulation as there was before 1873. 
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Mr. Ewma. Not quite. 

Mr. Vermilye. Not far from it. 

Mr. EwiNGr. There is as much money in existence, but not in circula- 
tion. 

Mr. Vermilye. Well, in existence. 

Mr. EwiNa. The tables show that th^ favorable balance of trade in 
the past three years has resulted from a very small increase of exports 
and a very large decrease of imports, indicating to my mind that it is 
the hard times among our people, the diminution of purchasingpower, 
that has caused this result. Now, do you not think that when the press- 
ure of the past two or three years is relieved, and when things begin 
to come up, or when there is this inflation of values which you speak of, 
the increase of purchasing-power among the people will lead to the 
usual amount of imports, and in that way turn the balance of trade 
against us ? 

Mr. Vermilye. I do not know that I understand your question. 
What do you mean by the increase of purchasing- power^ 

Mr. EwiNa. There are probably five millions of people in this coun- 
try who ordinarily buy tea and coffee, but who do not now buy tea and 
coffee. 

Mr. Vermilye. Then you do not refer to. the increase of the purchas- 
ing-power of paper money as compared with gold ? 

Mr. Ewma. No, I am not speaking of the purchasing-power of money, 
but of the falling off in the resources of the masses of the people and, 
of their means to live as well as they would like to live, and as they 
have been in the habit of living. 

Mr. Vermilye. I think that the cause of that is that we have been — 
I was going to say, " on a drunk,'' and are getting sober } and, of course, 
we have got to feel the effect, the headache, for a while. Everything 
has been overdone. We have built, or attempted to build, too many 
railroads. Some of them are not built yet. The building of houses has 
gone on beyond the wants of the people. We have lived extravagantly j 
and it seems to me that, for the last three or four years, we have been 
coming to our normal state. I should think it a very disastrous state of 
things to get back to the old way, or to the way of the last ten or fifteen 
years, and to the great inflation of real estate and other property of five 
or six years ago. I think that that of itself would be a calamity. I 
believe that what we want is a stable growth, a sound growth, and I do 
not believe that it is inflation of the currency that we need at all. I be- 
lieve that it is stability and confidence that we want. We want to know 
that we are not going to be legislated for one way to-day and another 
way to-morrow. In other words, with all due respect to you, gentlemen, 
if Congress did not meet again for three years I think it would be one 
of the happiest things we could imagine for this country. 

Mr. EwiNa. Now that the resumption law is on the statute-book. 

Mr. Vermilye. I would let things take their course. 

Mr. EwiNa. If the resumption law is repealed and things aie allowed 
to take their natural course, I think that you will get a large number of 
members of Congress to concur with you. 

Mr. Vermilye. Why do you think it necessary to repeal the resump- 
tion law'? 

Mr. Ewma. Because it disturbs the natural order. 

Mr. Vermilye. Is not the normal condition of this country a specie- 
payment country ? 

Mr. EwiNa. The normal condition of this country is, not to be sub- 
jected to that sort of pressure to wliich this resumption law subjects it 



Digitized by 



Googk 



RESUMPTION OF SPECIE PAYMENTS. 105 

The normal condition of the country is the condition to which the coun- 
try will grow. 

Mr. Vermilye. Well, we have gone ahead of our growth and now we 
have to take breath, and we will, in a measure, come back again to that 
normal condition. But if we are going over this thing again, we will 
only have to retrace our steps five, ten, or fifteen years hence. 

Mr. EwiNa. According to your theory, the resumption law puts us in 
the way of going over this path of inflation; whereas, if the resumption 
law is repealed, this large volume of coin which you speak of is not 
added to our currency and we would not have inflation i 

Mr. Yermilye. That is a very pretty theory ; but when you come 
to practice the thing I do not think it would work very well. I see 
that what I have stated may be so construed ; but I am just as far from 
it as possible. The real thing, in my judgment, is, that the law which 
contemplated the paying of greenbacks. Congress is now trying to evade, 
and while I think that Congress can evade it, and can go on and pay 
specie, I do not think it desirable to do so. I think that the end is bad. 
This country certainly does not want nine hundred or a thousand mil- 
lions of circulation in gold, silver, and paper. 

Mr. EwiNO. We would still have a less circulation than Great Britain 
has. 

Mr. Yermilye. How is it as to population ? 

Mr. EwiNa. I see no reason why we do not need a larger paper circu- 
lation in proportion to population than Great Britain does. 

Mr. Bell. We have a larger population than England, Ireland, and 
Scotland. 

Mr. Yermilye. In Great Britain they do not issue paper notes below 
$25 — five-pound notes. 

Mr. EwiNO. And still they have a larger coin and paper circulation 
than we would have if we had a thousand millions. 

Mr. Yermilye. They do not use them both together. When the pa- 
per is out the gold is in, and when the paper is in the gold is out. 

Mr. EwiNa. That is going to be our plan under this resumption act. 

Mr. Yermilye. Kot if you do not pay it out without reserve ; and not 
only that, but issue certificates for gold beyond the absolute amount of 
gold in the Treasury. That is inflation, too. 

Mr. EwTNGr. 1 have no doubt of it. That is the most flagrant kind of 
inflation. 

Mr. Yermilye. That, I believe, is part of the law, is it not? The Sec- 
retary of the Treasury has that right. 

Mr. EwiNa. Yes ; he has the power. You were speaking about the 
Kew York banks not taking special deposits in gold after the Ist of 
January, 1879. They will receive general deposits, and will pay out gold 
or paper to their customers as the customers prefer. Must they not 
have a larger gold reserve ? 

Mr. Yermilye. I do not think necessarily beyond the amount of re- 
serve which they would hold in greenbacks. We are now required by 
law to carry a reserve of 25 per cent. If we had the gold and did not 
have the greenbacks, we would be just as well off as we are to-day with 
the greenbacks and not the gold. 

Mr. EwiNa. Will not the banks seek to make that reserve d gold re- 
serve instead of a greenback one If 

Mr. Yermilye. I think they will, in a measure ; to what extent I 
cannot say. 

Mr. EwiNG. They would be likely to convert their gold-certificates so 
jEar as they have them. 



Digitized by 



Googk 



106 RESUMPTION OP SPECIE PAYMENTS. 

Mr. Vebmilye. I do not see any reason why that should be done to 
any great extent, because these certificates are to be counted as reserve, 
the same as gold. It is rather a convenience for the banks to use the 
certificates rather than gold. 

Mr. BwiNa. How would it be in the power of the Secretary or of the 
banks to check a drain of gold if a want of confidence should begin to 
show itself? 

Mr. Yebmilye. If there is a demand made upon the banks or upon 
the Treasury for gold, and if they have not the gold to pay, that is the 
end of it. 

Mr. EwiNG. Without actually refusing to pay, what measures would 
the Secretary of the Treasury or the banks take to check the drain f 

Mr. Vermilye. I really do not know that I can answer that question, 
so far as the Secretary of the Treasury is concerned. It seems to me that 
he has got to pay, or not to pay ; I do not see any plan that he can 
adopt to check the demand for gold if people will have it. If they have 
got demands against the government, the Secretary has to pay them 
until he has no more gold. But I do not think that it is going to come 
to that, and certainly it does not look to me as if there was anything 
ahead now which would make that necessary. And my hope is, that, 
long before that time comes, Congress will see the desirability of fund- 
ing the greenbacks and getting them out of the way. 

Mr. HARDENBERaH. There can never be any possible settlement until 
that is done. 

Mr. Vermilye. No ; I think not. 

Mr. Phillips. Do you think that there is any safety in resumption, 
as long as we have paper circulation ? 

Mr. Vermilye. As long as the government continues paper circula- 
tion — I will not say "no safety .'' 

Mr. Phillips. I speak of absolute safety. 

Mr. Vermilye. Ko, sir. 

Mr. HARBENBERan. Do you not think that the government would 
be better off if the $347,000,000 of legal-tender notes were funded in 
the 3.65 bonds? 

Mr. Vermilye. I do. 

Mr. Phillips. Could the national banks safely exist if the legal-tend- 
ers were withdrawn ! 

Mr. Vermilye. I do not see why not, if gold was substituted in their 
place. 

Mr. Phillips. The bank-notes are redeemable in legal-tenders! 

Mr. Vermilye. Yes ; but gold is a legal tender. 

Mr. Phillips. But would not the withdrawal of legal-tender notes 
necessarily force the withdrawal of bank-notes in the same way and 
from the same cause? 

Mr. Vermilye. No. I think that as a necessary precautionary meas- 
ure the banks might withdraw part of their circulation. I do not think 
that they would necessarily be oblisred to do it. A very large number 
of our banks have withdrawn their circulation. In our own case we 
had a circulation of $900,000, but we have not issued a note for three 
years, and we have got our circulation down to $110,000 or $120,000; 
we do not pretend to issue notes. 

Mr. Bell. I understand you to concede that, in the event of resump- 
tion taking place, all deposits in banks will be, after the 1st of January 
next, specie demands. 

Mr. Vermilye. Virtually. 

Mr. Bell. Suppose the depositors proposed to withdraw their de- 
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posits from the national banks, and the savings-banks, and the trust 
companies 5 what would become of those institutions ? 

Mr. Veemilye. If there was anything like a panic, or combination 
to withdraw specie, there is only one result possible. But that can only 
happen in a time of panic— in a time of want of confidence. There is 
no object to be gained by it. 

Mr. Bell. Does not this whole scheme of resumption depend upon the 
question as to whether the holders of these securities and these deposits 
want the specie ? 

Mr. Veemilye. Not altogether. To answer your question in another 
way : if the community were alarmed, there is not coin enough in this 
country to maintain specie payments against a panic or alarm at any 
time. 

Mr. Bell. Then this scheme can only succeed upon the theory of 
public confidence ? 

Mr. Veemilye. On the general run of business in the country — that 
it requires so much coin, and that people would rather take the credit 
than carry their pockets full of coin. 

Mr. Bell. Ib the event of the Secretary of the Treasury reissuing 
greenbacks, and paying them out for current expenses, if the greenbacks 
were presented for redemption, would that not necessarily involve 
either the bankruptcy of the Treasury or the continued sale of the bonds 
to keep up a fund with which to redeem ? 

Mr. Veemilye. Of course the Secrelary must have some method to 
regain the coin which he loses. 

Mr. Bell. Do you give it as your opinion, since the experience of the 
last ten years, on the subject of the fluctuations in the value of paper 
currency, that people throughout the country who occasionally hoard 
money, would not present United States notes for redemption at the 
very earliest opportunity ? 

Mr. VEEMiLm. 1 think that that might be so at the start, to some 
considerable amount, but I do not think it would continue for twenty 
days. 

Mr. Bell. Do you not think that that being done at the start, by a 
portion of the people, it would excite all the holders of these securities ? 

Mr. Veemilye. I think not. 

Mr. Haedenbeegh. Is not our position illustrated by this fact: Two 
years ago, in 1876, Congress passed an act substituting $40,000,000 of 
silver currency for the redemption of fractional paper currency. Now, 
there is a bill in Congress to-day for the issuing of fractional paper cur- 
rency, because the people know that they can get silver if they want it. 
If there was a new issue of fractional paper currency, people would use 
it more than they do silver currency. 

Mr. Veemilye. I think that that is so ; and we have that evidence 
daily. Aman will come to the bankand will want $25 or $50 in small coin. 
We will pay him in silver, and he will say, '*Oan you not give «s frac- 
tional paper currency ?" Although I am as hard money a man as can 
be, yet I never carry silver when I can get fractional paper currency, 
simply because I do not want to be loaded down with the silver. I know 
I can get it when I want it. 

Mr. EwiNa. It has cost us some $40,000,000 or $50,000,000 increase of 
our bonded debt to demonstrate the fact that fractional paper currency 
is better than silver. 

Mr. Phillips. The legal-tender note is not taxable, and the gold is ; 
would that fact, in your opinion, bring legal-tenders to a premium over 
gold? 
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Mr. Yermilye. No, sir. 

Mr. Phillips. It would make a diflference in some States of four per 
cent, in taxation. 

' Mr. Yermilye. United States bonds are not taxed, and they draw- 
interest, and are better security than legal-tender notes; so that if a 
man wants to hoard money, and to escape taxation, be can invest in 
these bonds. I do not think that there is enough in that point to make 
any material demand for legal-tender notes. 

Mr. Chittenden. What course by Congress, at tbis time, do you, as 
a representative of great fiduciary interests at the financial center, ad- 
vise* as best calculated to inspire confidence and revive industry and 
enterprise, so as to secure, as soon as possible, employment for the 
masses of unemployed labor and idle capital in this country? 

Mr. Yermilye. My answer to that would be to do nothing, and let 
us alone. 

Mr. EwiNG. After we repeal the resumption law, we will be glad to 
do that. 

Mr. Yermilye. I hope you will do it before you repeal the resump- 
tion law. 

Mr. Phillips. You have intimated that we have built too many rail- 
roads and houses ; in other words, that we have developed the country 
too fast, and that in order to come to a sound business basis we must 
cease to employ labor. 

Mr. Yermilye. No, sir. 

Mr. Phillips. That was the inference I drew from what you said. 

Mr. Yermilye. I do not mean to be reported as saying such a thing 
as that. I think this : I think it is evident to you all that we are ahead 
of the times twenty or twenty-five years, so far as railroading goes. 
We see that in the immense amount of railroad security that does not 
pay a dollar, and in the immense amount of foreclosures of railroad 
property. 

]\Ir. Phillips. Do you think that the country would be more pros- 
perous if we went back that twenty-five years f 

Mr. Yermilye. No ; I would catch up with it. That is what I would 
do. 

Mr. EwiNGh. Would you stand still until you catch up ? 

Mr. Yermilye. No ; I would not stand still either, but I would not 
start a railroad from here to New York, for instance, while there are 
two railroads in operation already. This, I think, illustrates my point 
exactly, that where a thing is not needed it will not pay to put it. 

Mr. Phillips. Would not the logical inference from that be to carry 
us back to the wigwam period if 

Mr. Yermilye. No 5 1 think we are a progressive people. The trouble 
is that we are too progressive. 

Mr. HARDENBERan. Has not one great trouble been the withdrawal 
of so many people from agricultural pursuits and getting them into the 
cities ? 

Mr. Yermilye. I think that that is a large cause of the trouble. 
Everybody seems to think that in the cities they have a mine. The 
cities have been filled in that way, and the consequence is that we have 
crowds of idlers in the cities, with nothing to do, and the state of the 
times is making it worse and worse. 

Mr. Eames. In your judgment, is the amount of legal-tender notes 
now outstanding required for the purposes of business f 

Mr. Yermilye. No 5 I think not. 
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Mr. Eames. You mean to say that three hundred millions of green- 
backs is in excess of what is required for business purposes ? 

Mr. Yeemilye. I qualify that in one way. I say that with the 
amount of coin which is to come into circulation on resumption, we do 
not need the greenbacks. I do not believe that we need the whole of 
the legal-tender notes now. 

Mr. Eames. The question that I put is simply this : whether the vol- 
ume of legal-tender notes now in existence is more than is requisite for 
the transaction of business ? 

Mr. Yermilye. You must, of course, also include the $300,000,000 of 
national-bank notes ; and I say that I think it is too great. 

Mr. EAME9i You think that, with the two together, the paper cur- 
rency, which is quite as convenient as coin, if not more so, is more than 
is requisite now for the transaction of the business of the country ? - 

Mr. Vermilye. That is my idea. 

Mr. Eames. You think it ought to be reduced ? 

Mr. Yermilye. I think it ought to be reduced. 

Mr. Eames. Why do you think it ought to be reduced f 

Mr. Yermilye. I do not think that the wants of the country demand 
$650,000,000 of paper, and the addition which is to come in by coin pay- 
ments, and by the further addition of silver coin every month. 

Mr. Eames. Do you not think that there will be a certain amount of 
paper currency required and used in the transaction of the business of 
the country in preference to coin ? 

Mr. Yermilye. I do think that there will be. 

Mr. Eames. To what extent ? 

Mr. Yermilye. That I cannot tell ; I have no idea. That is gov- 
erned altogether by the amount of business. 

Mr. Eames. To the extent that paper money (either legal-tender notes 
or bank-notes) is required for business purposes, will it not reduce the 
amount of coin necessary to be held, either by the Treasury or by the 
national banks, to resume specie payment on the 1st of January ? 

Mr. Yermilye. Undoubtedly it will have that effect. 

Mr. Eames. I understood you to say that paper currency was more 
convenient than coin, either silver or gold ? 

Mr. Yermilye. Yes, sir. 

Mr. Eames. And only the legal-tender notes that are not required 
and used for business purposes would be ever presented, either to the 
Treasury or banks, for redemption. Is that so ? 

Mr. Yermilye. Yes, sir. 

Mr. Phillips. Do you think that a circulation of State bank paper 
would be as safe or as good as legal-tender notes or national-bank 
notes ? 

Mr. Yermilye. I would not like to go back to the old issue of State 
banks. 

Mr. Phillips. You think that our present paper system isbetter ? 

Mr. Yermilye. I think it is ; I think that the community has a right 
to demand that the paper which circulates as money shall be, beyond all 
cavil, safe. 

Mr. Phillips. Do you think the national-bank notes safer and better 
than the legal-tender notes ? 

Mr. Yermilye. No ; I do not say that. I do not know that I would 
make any distinction bet\^een them. I would be willing, so far as the 
paper money of the country goes, to let it be confined entirely to green- 
backs, and let the. national-bank notes go^out of circulation. ^ 

Mr. Eames. Is not the national-bank "ftote secured by the Unit^ 
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States boDds, and in addition to that, is not every stockholder in a 
national bank liable to the extent of his stock ? 

Mr. Vebmilye. I think you are in error there. I do not think that 
a stockholder in a national bank is held liable for the circulation at all. 
There is no necessity for it, because national-bank notes are absolutely 
secured by government bonds. I think that the stockholder is only 
liable for deposits. 

Mr. Eames. Then, if the national-bank note is secured in that way, 
by the bonds of the United States, its security is fully equal to legal- 
tender notes ? 

Mr. Yermilye. It is just as good. 

Mr. Phillips. Is it not better f 

Mr. Vermilye. Ko: one is the faith of the government, and the 
other is the faith of tne government. One has it on bonds, and the 
other has it by act of Congress. 

Mr. Eames. Is it not true that the national-bank notes have this ad- 
ditional security: that the shareholder is personally responsible to the 
amount of his stock ? 

Mr. Vermilye. No, that is not so. That liability is for deposits ; not 
for circulation. 

Mr. Stewart. The liability exists for the notes as well as for the de- 
posits ? 

Mr. Vermilye. Not under the act. You are mistaken. 

Mr. Stewart. But it is never a practical question, because not only 
are the bonds hypothecated as security for the circulation, but if there 
is any deficiency of responsibility the government itself is responsible 
on every national-bank note issued. 

Mr. Ewma (to Mr. Vermilye). Do you not regard it as the test of 
the proper quantity of paper currency that it can be kept afloat redeem- 
able in coin ! 

Mr. Vermilye. Yes, sir ; as a rule, that is so. 

Mr. Ewma. That determines whether the country has got too much 
or too little paper currency. 

Mr. Vermilye. Yes, sir. 

Mr. EwiNa. If you start with the proposition that we have already 
too much paper currency, then it will be certain that it cannot be kept 
afloat redeemable in coin, and that resumption can only be maintained 
by reducing the volume of paper currency. 

Mr. Vermilye. It does not follow that the Secretary of the Treasury, 
after redeeming these notes, will be able to get the whole of them out 
again. And, as I said in the beginning,! think the whole thing comes 
back to a question of confidence. If the Secretary does not pay out 
his legal-tenders every day, then he is getting stronger daily ; because 
his coin balance is increasing. I do not believe, as a rule, that with 
$650,000,000 of paper money out, coin payments can be maintained 
under a panic, or under a demand that would take the coin out of the 
country in amounts to which it might go out. There is not only our 
imports to pay for, but whatever bonds may be returned to us must be 
absolutely paid in coin. But there is no such state of things now. 

Mr. EwiNa. In the present situation, I understood you to say that 
the present volume of paper currency, added to the coin which will come 
into circulation after the 1st of January, 1879, makes too large a cur- 
rency. I asked you whether the test of a sufficiency of paper currency 
was not that it could be maintained redeemable in coin ? 

Mr. Vermilye. As a general rule, I think it is. 

Mr. EwiNa. If you start out with the proposition that our paper 
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currency is too large, it must follow that it cannot be maintained in 
circulation redeemable in gold coin. 

Mr. Yermilye. If you are going to present $650,000,000 of paper 
against $170,000,000 of coin, I answer you at once, that it cannot be 
done. But no state of things ever existed in this Country where a 
certain amount of paper currency could not be floated, and has not been 
floated, even with specie payments. 

Mr. EwiNG. But you think that $650,000,000 of paper money cannot 
be floated ? 

Mr. Yermilye. I think that that is too much paper cnrrency. 



Views of Mr. John A. Stewart, president of the United States Trust Com- 
pany, New York. 

Washington, D. C, April 19, 1878. 

Mr. Ewma. What amount of paper currency do you think we can 
maintain in circulation in this country, redeemable in coin, after the 1st 
of January next*? 

Mr. Stewart. That depends entirely upon the business of the coun- 
try. Of course, if there is activity in trade we can maintain a much 
larger paper circulation than we can with the state of things that has 
existed for the last three years. When I last had the honor of an inter- 
view with you, I put this question in the way of answering one which 
you put to me, " What do we mean by resumption P If by resumption 
we mean what the community for some time past supposed resumption 
meant, — redemption of the legal-tender notes, — then I say that we are 
not prepared for that kind of resumption. But if by resumption we mean 
what appears to be now understood by the Secretary ot the Treasury 
and by the people, that we are simply to pay coin and reissue these 
notes, that kind of resumption, I think, is practicable. I do not see 
where any great demand for coin can arise as long as the balance of 
trade is in our favor. It certainly is in our favor now ; and if we have 
another crop equal to that of last year (and there is no reason to sup- 
pose from the indications thus far this spring that we will not), I do not 
think that the balance of trade is likely to turn against us during the 
coming twelve months. If that be so, I do not think there is any trouble 
about that kind of resumption at all. 

There may be some demand for coin. As has been just remarked by 
Mr. Yermilye, many people have seen little or no gold coin for the last 
fifteen years, and they want to handle it— to keep it as a matter of curi- 
osity. But that curiosity will be soon satisfied — and when the legal- 
tender notes for every other purpose in this country are just as good as 
coin (and they are now), after a little while people will find it very much 
more convenient to use legal-tender notes than to use coin. So that 
there cannot be much demand from that source. I do not think that 
that can exceed fifty millions of dollars. I think that the people will 
become perfectly satisfied after fifty millions of gold coin is distributed 
among them. We never have had any trouble on this question, except 
when the balance of trade has been against us, and when we have been 
compelled to export gold. This year we shall probably receive fioin the 
mines in gold and silver more than fifty millions of dollars. I think it 
is fair to presume that if we do, we will pretty nearly supply the home 
demand that is likely to arise for coin. 
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Mr. EwiNa. The balance of trade has been very largely in oar favor 
for the past three years ? 

Mr. Stewart. Yes, sir. Daring the war there were a great many 
mills erected in the New England States, and they have been compelled 
to enforce economy of every kind, and have got down to so fine a point 
that they can manafacture many of the goods which we previously 
imported. That is going to lessen the demand for coin. 

Mr. EwiNG. Bat, daring this favorable balance of trade for the past 
three years, we have exported, on an average, forty-two millions a year 
of gold and silver more than we have imported. 

Mr. Stewart. We always will. We produce gold and silver in this 
country. It is one of our productions, and therefore we should expect 
to export it. 

Mr. EwiNG. This forty-two millions average annual export of gold 
and silver approaches pretty near the aggregate coinage product of our 
mines 5 and that has occurred during the three years when the balance 
of trade has been uniformly in our favor, and when the government has 
been on the qui vive to prepare in every practicable way for resumption. 

Mr. Stewart. I have not seen any very definite steps with regard to 
resumption until recently. 

Mr. EwiNG. Have you any means of establishing the amount of our 
debt held abroad 1 

Mr. Stewart. I have only means which I derive from conversing 
with the representatives of foreign houses in New York who deal in 
bonds. The best information that I have is that the amount of our gov- 
ernment bonds held abroad is somewhere between five and six hundred 
millions dollars — probably not over five hundred millions. 

Mr. EwiNa. What do you think would be the amount of our other 
State, municipal, and corporate debts held abroad? 

Mr. Stewart. It is less, I think. Those securities have been coming 
home very fast. 

Mr. EwiNa. You would say, then, probably, that our foreign debt is 
altogether about one thousand millions ? 

Mr. -Stewart. Possibly. 

Mr. EwiNa. That gives the foreign holders of these debts the means 
of draining our gold out at any time they choose to do so ? 

Mr. Stewart. Yes. If they return our bonds rapidly, that would 
interfere very much with resumption. But why should they return them? 

Mr. EwiNa. They may want gold more than they want bonds. 

Mr. Stewart. That is a possibility. We have got to treat this as a 
practical question, and we must take some things for granted. We can 
judge of the future simply from the past. There have been very few of 
our government bonds returned in the last year until the passage of the 
silver bill. Since then, I suppose, we have had seventy-five millions of 
government bonds returned, and the country has taken them all. 

Mr. EwiNG. Then the practicability of maintaining resumption de- 
pends on two things: first, on the continuance of a favorable balance 
of trade; and, second, on the fact that the holders of our foreign indebt- 
edness will retain rather than return it. 

Mr. Stewart. These are the two principal factors in that problem. 

Mr. EwiNGh. Would not an unfavorable balance of trade lead to a 
drain of gold ? 

Mr. Stewart. Undoubtedly. I think we can fairly presume, how- 
ever, and that it is safe for us to take it for- granted, that for the next 
twelve months the balance of trade will not be against us. We have 
planted a larger acreage this year than probably ever before. The sea- 
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son, up to the present time, has been very mach in our favor, and if we 
have another such crop as we had last year, I do not think that the bal- 
ance of trade is likely to turn against us to such an extent as to lead to 
a large foreign demand for coin. It must be borne in mind that if for- 
eign dealers in exchange can get a better rate of interest for their money 
in New York than they can get in London, they are very apt to leave it 
in ISTew York. The rate of interest enters into the question a little. 

Mr. Bwma. I would like to have your view on this point : Whether 
with the removal of the pressure exerted by the resumption law on the 
country for the past three or four years, and with a rise in prices, such 
as Mr. Vermilye anticipates after the 1st of January, 1879, the disposi- 
tion of our people to buy goods abroad will not turn or tend to turn the 
favorable state of exchange against us ! In other words, has not our 
favorable balance of trade resulted chiefly from the depression of busi- 
ness here and from the forcing down of prices of labor and of material 
so low that we are at once able to manufacture lower than we did before, 
and are unable to buy as much as we have heretofore bought ? 

Mr. Stewabt. To some extent that is true. But take one industry, 
the iron-trade, of this country. I have no idea that in the next five years 
to come you are going to see any importation of steel rails. We have 
got it so now in this country that we can manufacture these things 
cheaper here than they can be manufactured abroad and imported here. 
There has been a large drain of bonds from this country to pay simply 
for iron and steel rails. Hereafter that is not going to exist. The 
foreigners have lost this market and are not likely to recover it again. 

Mr. EwiNa. But, with a rise of prices such as Mr. Vermilye antici- 
pates, wages will go up, and the price of ore and of coal and of every- 
thing that enters into the manufacture of iron wjill go up, so that we 
cannot make our iron as cheap as we can now when our industries are 
greatly depressed. 

Mr. Stewart. I am not quite prepared to go the length that Mr. Ver- 
milye did as to the inflation of values. We are going, under this plan 
of resumption, to have an expansion, of course, of the currency, b.ut it 
is a healthy expansion. It is not inflation. You are infusing into what 
we now have as currency one hundred and fifty or one hundred and 
eighty millions of that which is real currency, coin, and you are bene- 
fiting it to that extent. 

Mr. EwiNG. Still, you must recognize the fact that the increase of 
the currency increases prices, whether it is a sound currency or an un- 
sound currency. 

Mr. Stewabt. Undoubtedly it will increase values to some extent, 
but not to lead to such a period of speculation as we have had. 

Mr. Ewma. An increase of the currency one-fourth, whether it be 
redeemable or irredeemable, coin or paper, will have its effect on values 
just the same, will it not ! 

Mr. Stewabt. Ko, I do not think it will. I think that an increase of 
coin will have a far more salutary effect than an increase of so much 
paper which has no value, except that by the law greenbacks are made 
receivable for duties. I draw a distinction between the real article, coin, 
and the paper. Paper inflates ; coin expands. One is very much better 
than the other. 

Mr. EwiNG. But they both mean a rise of prices ? 

Mr. Stewabt. Undoubtedly, to some extent. 

Mr. EwiNa. It seems to me to an equal extent. 

Mr. Stewabt. I do not think it is to an equal extent. 
H. Mis. 62 8 
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Mr. Phillips. UQless they are both maintained at eqaal valaes, and 
are equally desirable, can yon keep them both in circnlation together f 

Mr. Stewabt. No, sir; yon cannot keep them both in circalatioa 
together unless they are both equally desirable. They will be here. 
Yoa can nse the legal*tender notes in this country for any and every 
purpose that the gold can be used for or the silver. The only great de- 
mand that can arise for gold over and above legal-tender notes is for 
the payment of our balances abroad. If we are going to have a drain 
upon us from the other side for $150,000,000 of gold, of course we cannot 
maintain resumption. That is out of the question. But I do not look 
for that. I do not see anything in the immediate future to create any 
such demand, and, therefore, I believe that the Secretary can maintain 
specie payment. 

Mr. EwiNa. The failure of crops would do it 1 

Mr. Stewart. Yes; a failure of two successive cro^s would probably 
do it; but we must look at the bright side of things. 

Mr. BwiNG. Unusually fine crops in Europe would have a large effect 
in doing it ! 

Mr. Stewart. It would have some efiect. 

Mr. EwiNa. A foreign war might do it. 

Mr. Stewart. It might and it might not. A foreign war might create 
an increase of confidence in our securities, and might lead foreigners to 
send money here instead of retaining it there. . 

Mr. EwiNa. On the other hand, it might cause such a requirement for 
gold in England as to lead to a return of our securities ? 

Mr. Stewart. I admit that, but we must try in this matter to take 
the brightest view of things that we can. Of course, there are possi- 
bilities that may arise to interfere with it, but the probabilities now are 
in oar favor. 

Mr. EwiNa. You think that, because we had a good crop the year 
before last, and a good crop last year, and there is promise of a good 
crop this year, the probabilities are that we are going to keep on having 
good crops. Does not that seem to be illogical I 

Mr. Stewart. I cannot look ahead more than six months, and I do 
not think that any of us can ; but I say that, with present indications, 
with the favorable spnng that we have had, and with the large acreage 
that has been planted in this country this year, we have reason to hope 
that Providence will favor us with another good crop. 

Mr. EwiNG. And with another good crop, we can start specie pay- 
ments ! 

Mr. Stewart. Yes, sir. 

Mr. EwiNa. And two years' failure of crops thereafter would break 
us down agsun t 

Mr. Stewart. I do not say how long we can maintain specie pay- 
ments ; and he would be a pretty bold man who would venture to pre- 
dict that 

Mr. EwiNG. I rather think that he is a pretty bold man who under- 
takes specie payment when be has no assurance that he is able to 
maintain it. 

Mr. Stewart. He has as much assurance of his alxlity to maintain 
specie payment as any one has assurance of his inability to do so. We 
can only act upon general principles. 

Mr. EwiMG. Then it is assurance on both sides f 

Mr. Stewart. A good deal of that. 

Mr. EwiNO. Do you not recognize the fact that the maintenance of 
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specie payment depends upon the redeeming agency having a certain 
proportion of coin to the amount of its paper outstanding? 

Mr. Stewart. Undoubtedly, to the amount of paper for which the 
government is responsible. I do not think that it is the province of the 
government to look so much to the condition of the banks. The banks 
should take care of themselves. It is the duty of the government to 
see that it can redeem its legal-tender notes when coin is demanded. 
And it does seem to me that if the Secretary of the Treasury succeeds 
in securing $140,000,000 or $150,000,000 of coin, he can take care of his 
$300,000,000 of legal-tender notes. The amount is $348,000,000 now; 
but under the existing law he has. a right to reduce the amount to 
$300,000,000. 

Mr. EwiNG. Yes ; if the banks increase their currency in proportion. 

Mr. Phillips. There are $300,000,000 of national-bank notes con- 
vertible into legal-tender notes, and then there are all the deposits in 
the national banks. Do you think it is safe to force the national banks 
to specie payment, if it would entail the danger of their becoming 
bankrupt f 

Mr. Stewart. No, sir; but I have not the slighest idea that it 
would. 

Mr. Phillips. You think it would not be likely to do that ? 

Mr. Stewart. You must bear in mind that these deposits in the 
banks can only be drawn upon to a certain extent. The deposits con- 
sist of balances, and the banks have loaned these depositors largely on 
their business paper. If a man calls for his deposits, tiie bank will be 
likely to call upon him to redeem his obligations to it; so that the de- 
mand from depositors is not to be measured entirely by the amount of 
deposits. 

Mr. Phillips. But would not that universal calling on one another 
produce bankruptcy in the country generally ! 

Mr. Stewart. If there should be that universal calling, it might; but 
we have no right to presume that that will be the case. So long as the 
people know that they can get what coin they want, they are not likely to 
call for it. It is only when they think that they cannot get it, that they 
go for it. 

Mr. Phillips. Is not the possibility of a foreign demand for gold an 
additional element in the problem of resumption ? 

Mr. Stewart. Yes, sir. That is the principal difficulty in the whole 
question. 

Mr. Phillips. While we are a debtor nation ? 

Mr. Stewart. Yes. That is the principal difficulty that we have to 
encounter. Without that demand, I do not think that there is any dif- 
ficulty whatever. 

Mr. Phillips. Is it safe for us to attempt resumption with one thou- 
sand millions of foreign debt, with its interest, and with a possible de- 
mand for its payment ? 

Mr. Stewart. I think it is safe for us to attempt it. 

Mr. Phillips. Can we maintain it ? 

Mr. Stewart. We can maintain it until that foreign drain comes. 
When that is coming I cannot tell. 

Mr. EwiNG. Or until our crops fail. 

Mr. Stewart. The foreign demand is not likely to come until after 
the failure of our crops. 

Mr. HARDENBERan. What would be the effect on the price of gold of 
a repeal of the resumption act ? 

Mr. Stewart. I think it would tend to advance the price of gold. 
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Mr. Chittenden. As a matter of fact, in the suspension of specie 
payment in 1857 the withdrawal of specie deposits was unknown. I 
was in New York at the time, and I have no recollection of ever hearing 
of a depositor drawing specie out of a bank. 

Mr. Stewart. Yes, it was done; I know one gentleman who did it 
But the very day after the banks in Few York suspended, in 1857, you 
could get, for one per cent, premium, all the specie that you wanted. It 
was not worth over one per cent, premium the day after the banks sus- 
pended. 

Mr. Chittenden. Do you mean to say that the depositors generally 
participated in the fright of 1857 which broke the banks ? 

Mr. Stewart. No, sir. 

Mr. Chittenden. I was at the time a director of the Continental 
Bank, and my recollection is that there was no demand made upon that 
bank, except to redeem bills. There may have been an individual case 
of a depositor withdrawing his deposit. 

Mr. Stewart. It was rather a stigma on a man to do it. 

Mr. Vermel ye. It was done, nevertheless. 

Mr. Stewart. It was done. 

Mr. EwiNa. I recollect that, in Cincinnati, a man was in danger of 
being run over who should venture into Third street during the two 
weeks that they were running on the banks. 

Mr. Bell. Suppose greenbacks were to attain an equality in value 
with gold, would not that accomplish, practically, all the desirable 
results of resumption ? 

Mr. Stewart. It would, for all purposes in this country ; but it would 
not abroad. Greenbacks never will pay your debt abroad. 

Mr. Bell. But, if all the practical good of resumption can be secured 
to this country, without the hazard of bankrupting the government, 
would not that be, in your judgment, the wiser policy to pursue? 

Mr. Stewart. I do not believe that, even for this country, it is safe 
to be entirely on a paper basis ; I believe that you want something real. 
I think that there is a difference between a real value and that value 
which paper requires, simply because the government says that it shall 
be receivable in payment of duties. 

Mr. Bell. Do you think that the appreciation of the greenbacks, as 
compared with gold, has resulted from the resumption act or from other 
causes? 

Mr. Stewart. I think it has resulted more from the balance of trade 
being in our favor than from anything else. 

Mr. Bell. Our inclination to a normal condition of business ? 

Mr. Stewart. Yes, sir ; the greenbacks, at present, answer nearly 
every purpose that coin does in this country. There may be some 
demand for coin for the purpose of hoarding, and from curiosity ; and 
there will be a demand for it, of course, for customs duties. The prin- 
cipal reason why, for so long a time, there was a great difference in the 
market value of legal-tenders and of coin was for fear that the balance 
of trade would be against us and that coin would leave the country. 

Mr. EwiNa. I understand you to think that the danger of resumption 
arises from two causes: First, a failure of the crops; and, secondly, 
that the balance of trade may turn against us ; or (even with the bal- 
ance of trade in our favor) a return, to a large extent, of our securities 
held abroad ? 

Mr. Stewart. Yes, sir. 

Mr. EwiNG. Otherwise you think that we can maintain specie pay- 
ment? 
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Mr. STEWAET. 1 do. 

Mr. EwiNO. Independent of those circumstances, are we in as favor- 
able a condition to maintain specie payment as we were before the war, 
or as the Bank of England is, or as the Bank of France is, or the banks 
of any coantry which now maintains specie payment ? 

Mr. Stewart. That is a pretty comprehensive question. I answer, 
first, with regard to our own country, of course we have got a very large 
volume of paper money, and it may be found necessary to reduce that 
somewhat, in order to maintain specie payment. I think it desirable 
that that should be done after a while. 

Mr. EwiNG. I am speaking now of resumption on the plan as ex- 
plained by the Secretary of the Treasury, to retain in circulation the 
three hundred millions of legal-tender notes, with the bank currency, as 
he says, likely to increase. Is there any instance in this country, or in 
Europe, of the banks or a government maintaining specie payment 
under conditions so unfavorable as now exist in the United States, leav- 
ing out of sight our large debt abroad ? 

Mr. Stewart. That would depend upon whether we can maintain in 
the country the gold and silver which we expect to continue to mine 
here for years to come. 

Mr. EwiNa. Take our condition as it will be after the 1st of January, 
1879. Is there an instance in the history of banking of specie payment 
being maintained with so large a volume of paper and of deposits, and 
so small a supply of coin f 

Mr. Stewart. I do not know that there is, but you must not lose 
sight of the fact that these legal-tender notes are not to be treated as 
ordinary paper obligations. For all the purposes of this country they 
answer nearly as well as the coin itself. 

Mr. Eames. Were you familiar with banking in this country under 
the State laws ? 

Mr. Stewart. I was somewhat familiar with it. 

Mr. Eames. State to the committee what amount of specie was held 
in the vaults of those banks as compared with their circulation and de- 
posits. 

Mr. Stewart. I do not think (as Mr. Vermilye remarked) that they 
had ordinarily over 12 or 15 per cent. ; and that was confined pretty 
much to the banks in the great commercial centers. 

Mr. EwiNG-. The amount of circulation and deposits in 1858 in Amer- 
ican banks was three hundred and forty-one millions, and the amount 
of coin held by the banks was seventy-four millions. In 1861 the amount 
of circulation and deposits was four hundred and fifty-nine millions, and 
the amount of coin in the banks eighty-seven millions. Now, take the 
American banks and the Treasury circulation and deposits, twelve hun- 
dred and fifty-seven millions; coin, one hundred and forty-seven millions. 

Mr. Stewart. Why is it that the coin is so small now f It is simply 
because the banks have no use for coin. The coin has not become 
money yet. 

Mr. EwiNa. It is more than that ; because, according to the best 
estimate that can be made (for I assume that the estimate by the Di- 
rector of the Mint is the best), four-fifths of the whole coin in the coun- 
try has been aggregated in these few banks and in the Treasury, leaving 
little or none at all among the people. 

Mr. Stewart. The banks own very little coin. I do not suppose 
that the New York banks to-day own absolutely six millions of coin. 

Mr. EwiNa. Dr. Linderman's estimate is that out of one hundred and 
seventy-seven millions of gold in the country but fifteen millions is held 
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outside of the national banks and the Federal Treasury, east of the 
Bocky Mountains, showing that the national banks and the Treasury 
(however little they may have) have got substantially all that there is ; 
and the fact that they have got so little is not due to the fact that they 
have not sought to get it, but is because it is not in the country. 

Mr. Stewart. As long as legal-tender notes answer the same pur- 
pose in this country, there is not sufficient inducement for the banks to 
accumulate gold. 

Mr. EwiNG. And the national banks and the Treasury have got all 
the gold there is in the country, according to the estimate of the Direct- 
or of the Mint, less by fifteen millions, east of the Hocky Mountains. 

Mr. Stewart. When coin becomes monetized again in this country ; 
in other words, when legal-tender notes and coin are of the same mar- 
ket value, the coin will of course materially increase in the banks. 

Mr. EwiNa. From what source I 

Mr. Stewart. In the first place, from their special deposits. There 
must be, in the shape of special deposits, now in New York banks some 
thirty millions of gold. 

Mr. EwiNa. It seems to me that our experience before the war, and 
the experience of other nations, in maintaining specie payments, afford 
no parallel which would at all justify an attempt to establish specie pay- 
ment with our present volume of paper currency and the present enor- 
mous aggregate of bank deposits. Before the war (in 1861), we had 
$459,000,000 of circulation and deposits. Now we have $1,257,000,000. 
In 1861, we had $285,000,000 of coin in the country, and now we have 
only $250,000,000. 

Mr. Stewart. But then you had not $348,000,000 of legal-tender 
notes, which, for nearly every purpose in this country, are just as good 
as coin. 

Mr. EwiNa. As long as specie payment was maintained — in 1861 and 
before — the paper was the same as coin and performed every purpose, 
during the time that specie payment was maintained. 

Mr. Stewart. It never performed the office that legal-tender notes 
perform now. 

Mr. EwiNG. Practically the same. It was received for every private 
debt, and it was convertible into coin to pay public duties. 

Mr. Stewart. That was only by sufferance. 

Mr. EwiNG. But still it was done. 

Mr. Stewart. But here you can use legal-tender notes without con- 
sent. The creditor is bound to take them. He has no option. 

Mr. EwiNa. Does not the national-bank note perform among the peo- 
ple the same office that the legal-tender note does ? 

Mr. Stewart. It does; simply because the people believe that they 
can get legal tender for it, but if they found that they could not get legal 
tender for the bank-note the bank-notes would not perform that func- 
tion. 

Mr. Ewma. Just as, before the war, bank paper performed the same 
office as coin as long as the people believed they could get coin for it. 
So that it seems to me the situations are parallel. 

Mr. Stewart. I cannot agree with you in that. 

Mr. EwiNa. If we could maintain before the war a paper circula- 
tion of only $214,000,000 of coin in the country, how is it possible to 
maintain now a circulation of $650,000,000 of paper money with only 
$250,000,000 of coin in the country? 

Mr. Stewart. I contend that you do not require so large a propor- 
tion of coin now as you did then, because now you keep out $300,000,000 
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of legal-tender notes which, for nearly every purpose in this country, 
are just as good as gold. 

Mr. EwiNG. Suppose there came either one of those contingencies, 
the failure of crops here or the sending back our bonds from abroad, 
shaking the public confidence, and making a drain on the Treasury so 
as to make people feel that ttie government would probably have to sus- 
pend specie payment, would not the fact that we have such an enormous 
demand (an aggregate of $1,200,000,000) that might be turned into a gold 
demand at any day put us in a far worse situation than we were in before 
the war, when we had only one-third the amount of our present obliga- 
tions outstanding ? 

Mr. Stewart. It would be unfortunate for us to have that state of 
things. 

Mr. Ewma. Does it not, therefore, make the maintenance of confi- 
dence more difficult, and the shaking of that confidence more disastrous! 

Mr. Stewart. I should answer that by saying it would be very un- 
fortunate for us to fail in maintaining specie payment; but we have got 
to take some risks, and it seems to me that the risk is comparatively 
small now and is likely to continue so for a year to come. 

Mr, EwiNa. Our favorable balance of tirade, and the prospect of favor- 
able crops make you feel easy about starting specie payment; but 
would you you not consider a failure a year or two hence a great 
national calamity f 

Mr. Stewart. I should consider it a calamity. 

Mr. EwiNG. And what is your idea of the mode of maintaining specie 
payment as against those chances which you are speaking of. Is there 
any other method than retiring legal-tender notes ? 

Mr. Stewart. I think it is desirable to retire them. 

Mr. EwiNG. Can there be any assured and safe resumption without 
retiring them f 

Mr. Stewart. I think it better that they should be retired. I do 
not think that we are prepared to have them retired at once. It is a 
sort of transition which must be gone through for the time being in 
keeping out legal-tender notes, but it will really be better for the country 
ere long to have them withdrawn entirely. 

Mr. EwiNa. Have you any confidence in the maintenance of re- 
sumption through several years without such retirement I 

Mr. Stewart. I think that without it there will be great risk. 

Mr. Phillips. Do you think the business of the country can be 
maintained without a paper circulation of some kind ? 

Mr. Stewart. No, sir ; I think that we require some paper circulation 
for convenience in transacting business. 

Mr. Phillips. Do you think that there is any safer or better kind 
than the legal-tender notes ? 

Mr. Stewart. I do not think there is any better. 

Mr. EwiNG. When resumption is reached, your theory is that the 
banks must take care of themselves ? 

Mr. Stewart. Yes, sir. 

Mr. EwiNO. And the Treasury of itself? 

Mr. Stewart. Yes. And if the Treasury takes care of itself, I think 
that the banks can take care of themselves. 

Mr. EwiNG. Will not the depositors in the banks be practically 
entitled to gold on their deposits I 

Mr. Stewart. They will if they want it. 

Mr. EwiNa. Should not the banks, therefore, have a large gold 
reserve ? 



Digitized by 



Googk 



120 RESUMPTION OF SPECIE PAYBiENTS. 

Mr. Stewart. They shonid either have a large gold reserve, or a re- 
serve of that which they can convert into a gold reserve by application 
at the Treasury doors. 

Mr. EwiNa. And they will convert it into a gold reserve to the extent 
that the depositors want gold f 

Mr. Stewart. They may be compelled to, not from choice but from 
necessity. The house of A. T. Stewart & Go., in New York, has for 
some weeks past been paying gold in change to the ladies who go there 
to buy goods. At first they were all anxions to get the gold, but now 
they say they do not want to be bothered with it, and they say they had 
rather have paper. That thing has practically occurred in New York 
within the last three weeks. 

Mr. Ev^riNa. What is true of the banks generally will be true also of 
the savings-banks and all the banks of deposit ? 

Mr. Stewart. Yes, sir. 

Mr. EwiNa. They must practically pay gold where the depositors de- 
mand itf 

Mr. Stewart. Certainly. 

Mr. EvriNa. So that the $2,200,000,000 of deposits in the banks of the 
United States become gold demands if the parties choose to ask gold t 

Mr. Stewart. The banks have a perfect right to give them legal- 
tender notes. 

Mr. Hartzell. Will the banks have the right to pay legal-tender 
notes after the 1st of January, or will they cease to be legal-tender notes f 

Mr. Stewart. That is the construction given to the law by the Sec- 
retary. They are legal-tender notes as long as they are out ; nothing 
can take that quality from the note except a decision of the Supreme 
Court. 

Mr. EwiNa. But practically, as a business matter, the depositors hold- 
ing these twenty-two hundred millions of deposits may demand gold 
from the banks? 

Mr. Stewart. It is hardly fair to put it in that shape. They can de- 
mand gold or legal-tender notes. 

Mr. EvriNa. If they want gold, the obtaining of legal-tender notes 
gives them gold? 

Mr. Stewart. Unquestionably, by their going to the Treasury and 
demanding it. 

Mr. Ev^riNa. So that, practically, these twenty-two hundred millions 
of deposits, as well as the six hundred and fifty millions of circulation, 
become, in effect, gold demands from the day of resumption ? 

Mr. Stewart. Of course they could not demand that amount of de- 
posits, for the reason which I have stated before. In the case of the 
banks, these deposits simply represent balances that are loaned largely 
by the banks to their customers ; and, when a customer withdraws his 
deposit, the bank at once looks around and says, <^ we cannot discount 
for this man ; he is withdrawing his deposit" ; and the banks refuse 
their discounts. In that way the deposits will be materially reduced. 
There will not be that claim upon the banks which there would appear 
to be from the volume of deposits. 

Mr. EwiNa. That is not so, though, with the savings-banks' deposits. 

Mr. Stewart. It is not. 

Mr. EwiNG. Will not the banks, in case of any apprehension that the 
government may not be able to maintain resumption at once, protect 
themselves, as far as they can by presenting their legal-tender reserves 
and their coin certificates for redemption, and by lessening their dis- 
counts ? 
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Mr. Stewart. I think they woald. 

Mr. EwiNa. And does it occur to you that the Secretary of the Treas- 
ury will have to maintain resumption probably by acting on the gold 
market, and by withdrawing greenbacks from circulation by the sale 
of bonds, for greenbacks ? In other words, if there is a tendency to 
convert greenbacks into gold, will not the Secretary have to check that 
either by large purchases of gold or by large purchases of greenbacks t 

Mr, Stewart. By the sale of bonds for gold or greenbacks. That, 
of course, would be his mode of doing it. 

Mr. EwiNa. And, having got the greenbacks, he would have to retain 
them during the continuance of any considerable drain If 

Mr. Stewart. He would have to pay them out, or pay out coin, as 
long as the drain continued. 

Mr EwiNO. But would he not check a demand for gold by taking, as 
far as possible, greenbacks out of circulation on which gold could be 
demanded If 

Mr. Stewart. Yes. 

Mr. EwiNG. And hoarding them in the Treasury until the drain 
ceased ? 

Mr. Stewart. Unquestionably it would be for his interest not to pay 
out greenbacks in very large amounts if he could avoid it. If he had 
the coin, it would be better for him to pay out the coin, and in that way 
meet that demand. 

Mr. EwiNG. And lessen the amount of greenbacks ? 

Mr. Stewart. And lessen the amount of greenbacks. 

Mr. EwiNG. But if he had not the coin ! 

Mr. Stewart. Then he would have to sell bonds. 

Mr. EwiNO. He might sell bonds to the amount of, say fifty millions 
of dollars, and get that amount of greenbacks into the Treasury. That 
would be a contraction of the currency to the extent of fifty millions. 
He could hold them in the Treasury. He is not obliged to pay them 
out again. That would be your idea of maintaining resumption. 

Mr. Stewart. Either by retaining the legal-tender notes in the Treas- 
ury or by a sale of bonds for coin. 

Mr. EwiNG. Have you any idea that he could sell bonds for coin, and 
could get the actual coin from abroad in any very large amount ? 

Mr. Stewart. I think he could do that, for a 5 per cent, bond, to a 
very considerable extent unless the people abroad get the idea in their 
head that there is going to be a large difference in value between sil- 
ver and gold. If they get the notion that they are going to be paid 
their interest or their principal in silver, and that silver is to be at a 
depreciation from gold, I think that their desire to take our bonds will 
be very much lessened, 

Mr. EwiNG. What do you think yourself as to the probability of sil- 
ver so appreciating in value that the silver dollar will be and remain at 
par with gold ? 

Mr. Stewart. So long as Germany continues to sell the silver at the 
present market price in the London market, I do not see how it is pos- 
sible for the price of silver to advance. After Germany has disposed 
of its forty-five millions (I believe that is the amount of its silver) I 
cannot say what the course will be, but it is probable that silver will 
then advance. That is one of the possibilities. If it does, it is going to 
help us very much in this matter of resumption. 

Mr. EwiNG. But if it does not, the tendency will be to make gold a 
commodity of export ! 
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Mr. Stewart. It will, and I think somewhat regardless, too, of the 
exchanges. 

Mr. EwiNO. In other words, you think that the passing of the silver 
bill makes a new oanse of drain of gold from the conntry f 

Mr. Stewabt. It may, and it will, unless the price of silver advances. 

Mr. EWIN0. There is no indication, so far, of such an advance ? 

Mr. Stewabt. I do not see any. It has not thns far advanced. 

Mr. EwiNa. Do yon think it expedient that the Secretary of the 
Treasury shall act on the markets and the values of the country by con- 
tracting the circulation in order to maintain resumption by withholding 
legal-tender notes ? He may sell one or two hundred millions of bonds 
for legal-tender notes, and may retire legal-tenders even to that great 
amount and keep them temporarily out of circulation. It is all within 
his own breast, and he is to be governed by his own notions of expe- 
diency. 

Mr. Stewart. I think that those are very great powers to intrust 
to any one mau. 

Mr. EwiNG. Are they not too great powers to intrust to any one 
man? 

Mr. Stewart. Yes; I think so. 

Mr. EwiNG. Does it not practically subordinate the banks and busi- 
ness men and industries of this country to the discretion of one man, 
which may be exercised wisely or unwisely, and of the exercise of which 
they can have no knowledge except as he chooses to impart it ? 

Mr. Stewart. That is so ; but that discretionary power, I believe, is 
limited to the extent to which the Secretary can sell five percent, bonds. 
He has no right to sell any bond beyond five per cents, so that you know 
how far he can go. 

Mr. BwiNG. He can sell four per cents, or four and a half per cents, 
or five per cents; and he has the power to take out of circulation the 
whole of the greenbacks, or any part of them, at his pleasure, and no hu- 
man being can tell when he may choose to exercise the power. Does it 
not practically put all the business of the country in the hands of one 
man, to be manipulated according to his judgment as to the necessity of 
diminishing the currency ? 

Mr. Stewart. He has a very great discretion given him there, and 
it is questionable in my mind whether it is not too wide a discretion. 

Mr. Phillips. The banks, you say, ought to take care of themselves. 
Would they, in case of resumption, not have an inducement to organize 
and to draw from the Treasury all the coin that is in it, so as either (in 
case they were threatened) to compel the Secretary to suspend resump- 
tion or to have the power to meet it themselves? Would there not be 
danger of a combination of that kind ? 

Mr. Stewart. The banks would undoubtedly have to get their coin 
from the Treasury. Whether they would combine to do it, or whether 
they would do it severally on their own account, is immaterial. They 
would have to do it. 

Mr. Phillips. In other words, would it not be their interest, if they 
could not meet specie payments themselves, to compel the government 
to suspend specie payment? 

Mr. Stewart. "Yes, sir. 

Mr. Phillips. Would they have the power to do so as the matter 
stands ? 

Mr, Stewart. That I am not clear upon, because the Treasury, on 
the other hand, can present to the banks their bank-notes for redemp- 
tion in legal-tender notes. The Treasury, of course, would say to these 
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bankS) ^' You are drawing on as for coin. Now, here are those notes of 
yours, which we have received in payment, and you must redeem them 
in legal-tender notes or coin.'' It would react on the banks. Therefore 
it is desirable for the banks and the government, if possible, to act 
understandingly. 

Mr. EwiNa. Still, if it comes to the point where there is an apprehen- 
sion that specie payment cannot be maintained, every bank, acting on 
the instinct of self-preservation, will try to get all the gold it can ; said 
even without combination woula produce this very drain on the Treas- 
ury ; and they might do it before the Secretary could take any defen- 
sive measures. 

Mr. Stewaet. The legal-tender notes which the banks now hold are 
just as good to them as gold in paying their obligations. 

Mr. Ewma. Not quite, because depositors might prefer gold. 

Mr. Stewart. It is not a question what depositors may prefer, but 
what the banks prefer to pay them. 

Mr. EwiNG. If the banks receive gold deposits thej certainly must 
pay out in gold if demanded. 

Mr. Stewart. They might as well do it, because they have the right 
to take their legal-tender notes and go the Treasury and demand gold 
for them, so that it practically amounts to the same thing. 

Mr. Phillips. The Secretary told us that the banks hold about 
$80,000,000 of legal-tender notes. They might suddenly present that 
volume of notes and take all the gold that the government itself owns. 

Mr. Stewart. Banks are not likely to do that. The withdrawal of 
gold would be a gradual thing, and if the Secretary finds that his coin 
is being reduced he will undoubtedly offer a five per cent, bond, if nec- 
essary, for coin, to get more ; and he might get coin from abroad for 
them. 

Mr. Phillips. Is it not your experience, for the last twenty years, that 
this country has exported more bullion than it has imported? 

Mr. Stewart. Yes, sir ; for the reason that that is one of the pro- 
ducts of the country. 

Mr. Phillips. Still it has always exported, and never imported? 

Mr. Stewart. Yes; and that is the reason ; because we produce it. 

Mr. Phillips. What likelihood is there, if, in the last three years of 
prosperity, we have exported some $42,000,000 a year of gold more than 
we have imported, that we can improve on that in the next three years? 
And is it not possible that we may fall short of it? 

Mr. Stewart. We might ; but, taking the doctrine of chances, I 
think we are not likely to. 

Mr. Phillips. The Secretary says that he must have $50,000,000 
more gold. He has accumulated none on government account since the 
1st of January, 1878. Do you think it possible for the government, 
between now and the first of January, 1879, to drain $50,000,000 of coin 
from Europe ? 

Mr. Stewart. That would be pretty severe. I think that that would 
be a doubtful experiment. 

Mr. Phillips. Is there such a business possibility ? 

Mr. Stewart. I should doubt itj but you must recollect that the 
Treasury has the production of gold in this country to draw upon be- 
tween now and the 1st of January. 

Mr. Hartzell. The papers say that he has sold $50,000,000 of four 
and a half per cent, bonds. 

Mr. Stewart. He sold $10,000,000 with the option on the part of the 
syndicate to call for $40,000,000 more. I Was told yesterday, by a mem 
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ber of the syndicate, that they had already sold $4^00,000 out of the 
$10,000,000. 

Mr. Phillips. In this country ? 

Mr. Stbwaet. Yes, sir. 

Mr. Phillips. The money must have come out of the stock on hand 
already? 

Mr. Stewaet. They may not have bought the coin for it yet. I do 
not know whether they have or not. I do not know whether they ac- 
tually buy the coin as fast as they sell the bonds. I should think, how- 
ever, that they would do that. 

Mr. Habtzell. Is not this effort at specie resumption, by the increase 
of the interest-bearing indebtedness of the country, a very injurious ex- 
periment, so far as the people of the country are concerned ? 

Mr< Stewart. It is hardly an increase of the burdens of the people, 
provided at the same time the Secretary of the Treasury can retire a 
large amount of government debt payable in six per cent., and refund 
it at four per cent. That is not increasing our burdens. 

Mr. Habtzell. But that is not the result of specie resumption at all. 
That is the result of legislation. 

Mr. Stewabt. I think that specie resumption will facilitate that very 
materially. 

Mr. Phillips. The Secretary's purpose is, not to fund our high inter- 
est bearing bonds, but to raise the gold to meet resumption. 

Mr. Stewabt. He will do both. 

Mr. Phillips. When we received the amount from the Geneva award, 
there was an express stipulation with the English Government that the 
amount of $15,000,000 should be partially in our bonds — England being 
unwilling to risk the exportation of $15,000,000 of gold f 

Mr. Stewabt. That was so at that time. 

Mr. Phillips. Is there a likelihood of our getting the $50,000,000 in 
gold which the Secretary says he needs before the 1st of January next! 

Mr. Stewabt. I think he can do it, and without drawing much coin 
from the other side. 

Mr. Phillips. Where can he get it! 

Mr. Stewabt. He can get it from the mines of this'country. 

Mr. Phillips. In other words, he would stop the exportation of gold! 

Mr. Stewabt. Yes, sir. 

Mr. Phillips. We exported last year forty-two. and a half millions of 
gold more than we imported. He would have to stop that exportation 
of coin. 

Mr. Stewabt. Yes. However, we are now coining the silver too. 

Mr. EwiNG. Mr. Vermilye speaks of $20,000,000 of special deposits of 
gold in the New York banks which ought to be added to the $140,000,000 
in the Treasury. Are not these special deposits largely in Treasury 
certificates ! 

Mr. Stewabt. They are, very largely. 

Mr. EwiNG. So that they have been counted already, and are not to 
be considered as so much addition to the stock of metal in the country! 

Mr. Stewabt. Yesj they have been counted in the gold in the 
Treasury. 

Mr. Vebmilye. Of course the certificates are not counted twice. We 
count them, and the Secretary puts the gold down against so much 
gold-certificates. 

Mr. Stewabt. The Secretary has not $140,000,000 of gold, exclusive 
of what is held against these coin certificates. You have to tal(^|;hat 
amount from the $140,000,000. * 
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Mr. Habtzell. In your opinioD^ will not the ability of the govern- 
ment to maintain specie resumption after t^e 1st of January next 
depend very largely on the co-operation of the national banks ? 

Mr. Stewabt. I think it will to- a very considerable extent ; but I 
believe that the government can maintain specie resumption on 
$300,000,000 of legal-tender notes whether the banks do it or not, pro- 
vided the balance of trade continues in our favor, and provided that 
our bonds are not sent home from Europe. 

Mr. Phillips. The Secretary has not been selling his four per cent, 
bonds during the first three months of this year. He has now put on 
the market four and a half per cent, bonds. We usually export gold at 
this season of the year. 

Mr. Stewart. Or a little later. 

Mr. Phillips. The current turns about the beginning of May. 

Mr. Stewart. We generally begin to export along in May, and the. 
exports Increase in June and July. 

Mr. Phillips. Could not the Secretary have sold the four per cen t 
bonds f 

Mr. Stewart. No, sir ; he could not. He could not have sold four 
per cent, bonds at par in sufficient amounts. 



Views of Richard B. PullaUy of Cincinnati^ Ohio. 

Washington, D. C, April 20, 1878. 

Mr. EwiNG. Please state your occupation ? 

Mr. PuLLAN. I was formerly a merchant and manufacturer. My last 
occupation was collector of the Cincinnati internal revenue district. 

Mr. EwiNa. We wish to inquire of you (as you have given a good 
deal of thought and attention to the subject) whether, in your opinion, 
it is practicable to maintain specie payment after the first of January, 
1879? 

Mr. PuLLAN. To make the answer as brief as possible, I would say 
that it is not; but, in order to state the reasons why I think it is not, I 
would like to read to the committee some ideas which I committed to 
paper last evening, so as to facilitate and expedite the inquiry. 

Mr. EwiNG. You may read the paper. 

Mr. Pullan proceeded to read the paper, as follows : 

*^ Specie payments cannot be long maintained after the resumption 
law takes effect ; how long depends upon circumstances over which the 
government will have lost all control. Sooner or later suspension will 
come. It will be more disastrous than ever known in this country, for 
it will involve the national credit. 

^^ The paper circulation now is apparently equivalent to specie. It is 
at par with coin, or said to be. The national banks even advertise their 
' ability to pay out gold for their notes. This apparent equivalency is 
the result of a combination of favorable circumstances, chief of which is 
the effort of the Secretary of the Treasury and the banks to bring green- 
backs to par at this moment in order to quiet the apprehension of dan- 
ger about the effect of* the resumption law after January 1, so tiaat 
Congress may be beguiled into inaction and allow the law to stand. If 
all the influences that now prevail to make ^n equivalency continue, 
and Congress should pass no law that would disturb it, it could be main- 
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tained after January 1, 1879, as well as before, and continnonsly thence- 
forward. 

^^ Eqaivalenoy is all that is necessary, and all that the Secretary of the 
Treasory thinks resumption means; for in his answer to this committee 
he said, < Resumption of specie payments means only the equivalency 
of gold and paper ^; *the equality of three kinds of currency — gold, 
silver, and paper,' and that ^ the silver law just passed contemplates 
that gold, silver, and paper shall be all brought on an equivalency/ 
With this idea, he is seeking to create a condition of affairs that will 
preserve that equivalency. I think be makes as great a mistake in the 
means employed to accomplish that end as he does in supposing that 
gold and silver can be brought to an equivalency by an act of Congress, 
or until the ratio between the monetary value of the two metals shall 
be the same with all the great powers, and be universally accepted ; for 
gold and silver have a value determined by the laws of other countrieis 
than the state that coins it, while paper derives its whole value from 
the impress upon it. Hence the coin of a country will consist of the 
cheaper metal, and the paper money will be the equivalent of that 
cheaper metal only. 

'*If the Secretary of the Treasury's sole object has been to establish the 
equivalency he speaks of, he has it now, and will most likely continue to 
have it so long as the condition of the greenback currency remains as it 
is. That condition is money, absolute money, the same as coin, and 
dependent for its value upon no other power than the government 
which created it. If Congress passes a law stripping the greenback of 
its money power by making its use as money depend upon the power 
and caprice of those interested in destroying it, it would undoubtedly 
disturb, if not destroy, the equivalency that had previously existed. It 
is not possible to believe that the conversion of $340,000,000 of money, 
whose quantity is at all times absolutely under the control of the gov- 
ernment, into $340,000,000 of mere paper notes, clothing the holder 
thereof with the absolute power to control the quantity, will not work a 
financial revolution, such as will place it out of the power of the gov- 
ernment to preserve the equivalency that had previously existed. If 
this would be the result of the passage of such a law when it should 
take effect, will not the taking effect of a law already passed be ex- 
actly the same? This, I think, is precisely the situation at present. 
A House of Eepresentatives, more than half of whose members had 
been defeated at the polls only a few months before and were at the 
close of their official existence, rushed through the resumption law, with- 
out debate, to take effect five years afterward, so as to tie the hands of 
their successors. That law, in so far as decreeing what rights should 
accrue on January 1, 1879, has had no practical existence nor will have 
until by its terms it begins to operate. Its taking effect then will be 
just the same as if the law had been passed a few days before in Deoem- 
ber. The only way, therefore, by which we may hope for a coutinaance 
of the equivalency between paper and coin that now exists is to repeal 
the law passsd in 1875. 

^<As the supreme objectof financial legislation is to maintain the equiva- 
lency between paper and coin under all circumstances and be so benefi- 
cent in operation as to forbid the idea of change, I cannot conceive 
how one whose object is to preserve that equivalency will seek to termi- 
nate the condition of things which has permitted equivalency to be had 
now, and pursue a course which he. himself in his conference with the 
Senate committee admitted was perilous, but perilous as it was the risk 
had to be taken some time. The only explanation is that the resump- 
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tion law was passed to enable the banks to force the withdrawal and 
cancellation of the government currency and secure to themselves the 
monopoly of the circulation and all tiie advantages, political, sodal, and 
commercial, incident to such a monopoly ; and that the new interpretation' 
placed upon the law, by which the Secretary can reissue the greenbadcs,. 
is for the protection of the banks during the time they are strengthen- 
ing themselves. Any other explanation would be doing injustice to the 
superior intelligence and great ability of the Secretary. This policy 
will secure to the banks the nionopoly of the circulation and protect 
them as far as anything can, until the crash comes, as it did in England 
in October, 18:45, when eighty iH)lid banks^^ent down, sixty of which 
were ruined. 

*' While it is extremely doubtful that equivalency can be maintained? 
after the resumption law takes effect, even if possible, I think it can be 
conclusively demonstrated that with a repeal of the resumption law, 
which would wisely provide for the establishment of an exclusive gov- 
ernment currency, that equivalency can be preserved as well after the 
1st of January, 1879, as before, and thenceforward, as long as the gov- 
ernment endures, without the possibility of interruption or disturbance. 
I say preserved as well after the Ist of January as before, aund not 
at the point which bank power causes it to appear now. There might 
be a slight difference between the two forms of government currency, 
the metal and the paper, after the passage of such a law. If there was, 
it would be because of the withdrawal of the assistance and power of 
the Secretary and the banks, which they are now exerting so success- 
fully, and which would then be equally effective. 

'* The power of the alliance between the government and the banks is 
illustrated not only by what we now see, in the bringing a paper circu- 
lation of between six and seven hundred millions to an apparent equiva- 
lency with coin, but by Its work in the past, when it has been exerted 
to extirpate the greenback. The financial trouble and distress began 
at the close of the war ; not as a consequence of a state of war, as has 
been always alleged, for the history of France disproves that, but 
by the inauguration of a new war against the government cun*ency by 
a class whose interests demanded a nK>nopoly of the paper circulation.. 
Assured of final triumph, if the law passed for their benefit three years^ 
ago is permitted to go into effect, they have made and are making the 
extraordinary effort the country is now witnessing to influence Congress, 
as already stated, expecting that the exhibition of specie payments and 
the proposition to reissue will quiet all agitation and alarm. 

"Eeissue of greenbacks that would be no longer greeubacks — emascu^ 
lated legal-tender notes — will prove a delusion and a snare; for with the 
right of redemption in coin it will be imposmble to keep these notes in 
circulatiott. They will all be in the vaults of the Treasury or the banks, 
and the whole circulation would be bank-notes. They would be to the 
banks coin, for they would answer all the purposes of coin until the 
circumstances arose, described by Mr. Vermilye and Mr. Stewart, when 
they said the law of self-preservation would require them to be pre- 
sented for coin. That such an exigency would arise appears highly 
probable from the fact that the right of redemption will make an entire 
change in the character of the circulation, for its character partakes of 
t^at of the basis on which it rests. Now, bank-notes rest on a solid 
basis — the credit of the government — in a form which no combination of 
circumstances can effect. After resumption the greenback, instead of 
being a rock, would be only a quicksand of the same nature as the bank- 
note itself. 
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"Bankers would recognize this fact, and very soon keep their reserves 
in coin, and let the Treasury take care of itself. The circulation being 
filled to the point of equivalency, by the free-banking provision of the 
resumption law, the hybrid greenbacks would be driven into the vaults 
of the Treasury and of those inexperienced bankers who might pay less 
regard to the voice of prudence than to that of the Secretary. The dis- 
astrous consequences of such a state of things is plain to be seen. The 
number of banks increased; a circulation enlarged to the very verge of 
the wants of business and nearly every dollar bank-notes : the money- 
less legal-tenders mostly in the vaults of the Treasury and the balance 
in the vaults of the most imprudent and incautious of the bankers, with no 
more coin in the vaults of the Treasury than equaled the legal-tenders 
in the hands of these weak bankers and what might be outstanding in 
importing cities to circulate in the payment of customs and what was 
necessary to meet its current demands, what would be the situation 
of the country if the national banks should slip up, as they did in Sep- 
tember, 1873, on a basis of coin in the country equally as large, if not 
larger, than it is now or can be for years to come ; for to the banks green- 
backs were coin, absolute money, the only money the law required or that 
any one asked them to pay. They could not pay then and they will not 
pay again, when a similar exigency, possible at any time and certain 
to come at some time. 

" It is to meet just such exigencies as this that the bankers have found 
a new interpretation to the law of redemption that will give the Secre- 
tary the power to reissue the moneyless legal-tenders any time in the 
f ature. It would place in his hands $300,000,000 of these notes, with 
the power to throw them into circulation by the tens or hundred mil- 
lions, at any moment, without a dollar comparatively in the Treasury. 
It would be giving him the same despotic power which the English privy 
council has exercised, without any authority of law, on several occa- 
sions, to save the Bank of England from destruction. The English 
Parliament has not dared to give such despotic powers, to place such 
vast discretion in the hands even of the council of its most exalted 
statesmen. Is it prudent or wise for this republic to give even greater 
powers and a wider discretion to the Secretary of the Treasury ! Such 
a course will make the government essentially what it is now partly, a 
monster bank, managed by the Secretary of the Treasury, as president, 
and a syndicate. Then the business of the country will be in the keep- 
ing of one man, under circumstances that will enable him and his friends 
to gather in millions through legitimate channels. For it should 
be always remembered that it is not the right to issue the basis of a cir- 
culation but to issue the circulation resting upon such basis, that gives 
the issuer the control over the quantity of the circulation. Any person 
or class having such control has in his hands the power to regulate 
prices, and hence the business of the country. It is the vast, unlimited 
control of the business of the country that will be the fruit, if it is not 
the object of the war that has been and is now being carried on by a 
class, against the vast property of the people. 

" I have just said that the character of the circulation is governed by 
that of the basis on which it rests. Hence, the requirement to redeem 
the greenback on presentation works a revolution which will be terrible 
in its consequences, for the condition will be instantly changed from a 
purely credit currency to one in which there is no element of credit. 
It was the overlooking this fact that misled Eicardo and Peel in the 
legislature of 1819.'' 

(Here Mr. Pullan read extracts from the speech of Bicardo, when 
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dosing the debate in the passage of the resumption bill in 1819, and 
which closed with the words, " He would venture to state that in a few 
weeks all alarm would be forgotten, and at the end of the year we should 
all be surprised that any alarm at all had ever prevailed at the prospect of 
the variation of three per cent, in the value of the circulating medium.'' 
And his dying declaration four years afterwards, addressed to his friend 
Sir W. Heygate, a fellow member of that Parliament: "Aye, Hey gate, 
yon and a few others who opposed us in the cash payments have proved 
right ; I said the difference^ at most^ would be only four per centy and you 
said at the least it would be twenty-five per cent,^ And also an extract froig 
apian for the extinction of all bank-notes, and the establishment of a goT- 
ernment currency exactly like our greenbacks, which was found among 
Eicardo's papers after his death, closing thus : " In a free country with an 
enlightened legislature the power of issuing convertible paper money 
might be safely loged in the hands of commissioners whose tidelity there 
could be no more reason to doubt than commissioners appointed for the 
sinking fund or other purposes.") 

^ These words of the author of the resumption law of 1819, not more 
terrible in its effect than will be that of 1875, are read to warn us of the 
extreme peril the country is in from the conspiracy of the Treasury and 
the banks to bring down the premium on gold to the lowest point 
to bulldoze Congress 5 a peril far greater than when the premium was 
10 or 15 per cent., for the people are that much nearer the edge of the pre- 
cipice, and it is that much easier for designing men to push them over. 
To illustrate the danger : An admixture of certain proportions of air 
and gas changes its condition ; until that point is reached a light can 
be taken into the room with impunity. If the continued escape of gas 
while one is looking for the leak is unheeded, the danger increases as the 
quantity approaches the explosive point. It may be either one or half 
or quarter of one per cent., yet no harm comes. But the moment the 
other quarter is added and a change of condition occurs, every thing is 
blown up. So it is with a forced unnatural resumption, it is the change 
of the condition from a purely credit currency to one in which there is 
no element of credit. The nearer you get to thatpointthegreaterthe peril. 

I have said that the national banking system was the main cause of 
the distress that exists, and that it had received immense subsidies, and 
was now exerting all its power to finish the war it had been waging for 
twelve years upon the government currency. While the system has 
operated thus to the advantage of those who availed themselves of its 
privileges, they have done no more to secure all the legislation possible 
for their benefit than have those engaged in manufacturing, in making 
iron, in raising sheep or tobacco, or other products. They got all they 
could and are trying to keep it, at the expense and ruin of their neigh- 
bors. Notwithstanding all this, it would be a wise policy that any 
legislation had should not only put an end to the war, but invite their 
co-operation. With their aid a substantial equivalency can be secured, 
and a degree of confidence established that will restore prosperity to the 
country. 

Legislation that will not be unfriendly to the present national banks, 
that will provide for the gradual retirement of bank-notes as fast as they 
are run out, and the final establishment of an exclusive government 
currency, and that will afford no opportunity for any enlargement or 
contraction of the circulating notes, would accomplish that end. The 
repeal of the resumption law is the all-important thing at this moment, 
to prevent a wild inflation or most disastrous contraction. If the bill 
should also provide for the removal of the bank-tax, as some compensa- 
tion for the gradual curtailment of their privilege of issue, and the as grad- 
H. Mis. 62 9 
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ual enlargement of the government currency, with a dollar of coin de- 
posited for each dollar of currency so increased, it would give universal 
assurance that the end had been reached. And if there was a further 
provision making all the circulating notes receivable for customs the 
same as coin, and requiriug the Treasury, through commissioners ap- 
pointed for that purpose, to buy in the open market what was necessary 
for interest on the public debt, either of coin or coupons with the inter- 
est off, assurance would be given that a uniform equivalency with coin 
would be practically preserved, and a substantial, enduring, and univer- 
sal confidence established, that within a very brief period would make 
an equivalency between its two currencies, paper and metallic, which 
nothing couhl ever disturb. The supreme confidence that would be in- 
spired by even the passage of such a law would stand in place of much 
gold in preserving the nominal equivalency that now appears, and with 
the passage of each month and year would cause it to become more and 
more perfect. 

Mr. EvriNG. You spoke of the cost to the people of the national bank 
issues, and you stated the cost at several hundred millions. How do 
you make it up ? 

Mr. PuLLAN. It is a matter of figures. 

Mr. BwiNG. Have you got the figures ? 

Mr. PuLLAN. I have. Here is the statement in this book.* 

(The tables referred to show that the temporary loan continually 
increases from year to year, and that the currency in the reserve being 
kept at one-third of the temporary loan each year, by that much the 
volume of notes (the aggregate of greenback and bank notes) existing 
August 31, 1865, is reduced. This reduction is snob, as to reduce the 
circulation to a point where the whole amount would have been required 
for the wants of business, after which the accumulation consists of coin 
and notes. In 1872 the amount of coin and notes in the reserve would 
have established an equivalency between the reduced quantity of notes 
in actual circulation and coin which continued without interruption 
afterward. The operation of the temporary loan law permitted the 
banks and people to supply themselves with any additional currency 
the wants of business demanded by the presentation of their certificates, 
and again any excess of circulation would be reduced by again deposit- 
ing and taking out new certificates. The summary of the detailed calcu- 
lations for each year, from August 31, 1865, to July 1, 1876, shows that 
the system cost the public Treasury during that time $771,258,844, and 
that the amount of the interest-bearing public debt would have been, on 
July 1, 1876, $1,311,450,000, bearing an average interest of less than 4^ 
per cent. ; also that on July 1, 1876, the balance in the Treasury would 
have been $28,950,000 ; amount in the reserve, $350,000,000, and the 
amount of outstanding circulation $550,000,000, against $763,000,000 
actual circulation on that day.) 

Mr. Ewma. Yon think that the banks have cost the people that much f 

Mr. PuLLAN. Yes ; the system of banknotes. The same evil existed, 
of course, in the former State banks. These calculations are not made 
as an afterthought. They were made in 1867, and were published in 
the Cincinnati Gazette of February 13, 1868, covering a large portion 
of one side of the paper. In that publication I detailed the whole of 
these calculations year by year. That paper was a review of Mr. 
McGuUoch^s annual report for 1867, and of the report made by Mr. 
Sherman from the Senate Finance Committee. I analyzed those reports 
and showed what would be the condition of the country if their policy 

* Theory of Money and Carrency, by R. R. Pallan, recently published by Solomons 
& Chapman, of Washington, D. 0. 
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was carried out. It has since become history. I also showed what 
would be the condition of the country under what was known as the 
greenback policy of Ohio. I made another calculation, which I did not 
publish. This I corrected in 1874, when I was editing one of the city 
daily papers for Mr. Stevenson's political campaign, and I brought the 
calculations down to 1874. I make this explanation to show that the 
calculations were not made after Mr. Sherman had completed his dis- 
astrous work, but when he was just entering upon it ten years, and 
that they were part of a paper prepared for Senator Mortoii, but pub- 
lished in Mr. Sherman's organ by request. The calculations for each 
year were made upon estimates of receipts and expenditures for the 
next succeeding eight years. The difference between the estimates 
and the actual figures for the whole period were : for receipts, about 
$200,000,000; and for expenditures, estimate, $1,225,000,000; actual, 
$1,211,841,000. 

Mr. Bell. You made a calculation in 1867 of the expenditures for 
nine years, and then, in 1874, you took the actual expenditures for those 
years? 

Mr. PULLAN. In 1874 I took the calculation which I had made ten 
years before, and which I had not published, and I corrected the figures 
by the facts as they occurred during the nine years. On its publication 
in the work referred to, influential friends said that it was unsatisfactory, 
because the figures were so concentrated that they were hard to under- 
stand, and Dr. Spence requested me to state the figures in full, so that 
any one could understand it. I did it, in consequence, some two months 
ago. 

Mr. BwiNO. Have you that paper here, that the committee might 
have it ? 

Mr. PuLLAN. Yes, sir ; I brought it with me, and it is at the disposal 
of the committee.* 

^Nature and effect of a Savings Bank of the People, the name given in the annual re- 
ports of Secretary Chase to the temporary loan featare, section 4 of the legal-tender 
act of February 25, 1862. 
Statement showing how soon the United States notes would have been the equivalent 
of coin if the law in successful operation in 1865 had continued to bci honestly 
executed, as it had been previously by Secretary Chase (who called it the Savings 
Bank of the People), and amended only so far* as to require the State notes to be 
substituted for bank notes within two years, and to remove all limit to the amount 
the banks and the people could deposit, and that would have specifically bound the 
government to do what Secretary Chase had done in the wise exercise of the discre- 
tion given him, viz, that the proportion of one to three between the amount of cur- 
rency in the Treasury and the amount of the deposits should be preserved ; that the 
government's option to pay the deposit or terminate the interest at any moment 
should first attach to the class of deposits bearing the highest rate of interest, and 
to the certificates bearing the highest number, &c.. to the last deposits of each class. 
The amount of public debt on August 31, 1865, and tlie amount of expenditures and of 
coin, or customs, receipts for each year, are copied from the reports of the Secretary 
of the Treasury ; and the amount of currency revenue each year is the amount found 
after deducting from the receipts from all other sources than customs. 
Of the balances reported in the Treasury in the preceding table, a portion has been 
placed in the reserve, and only a part remained in the Treasury for ordinary uses. 
One hundred and seventy million dollars coin had been thus transferred from time to 
time, and $30,000 lawful money in the last year was added to the reserve instead of to 
the circulation, all of which appears in the table describing fhe condition of the re- 
serve and circulation. The balance, therefore, in the Treasury was, coin, $9,530,000 ; 
lawfnl money, $19,420,000; total, $28,950,000. 

The difference between computing the interest on a part of the certificates at 4^, 4, 
and 3 fi^ per cent., and all at 5 per cent., is $45,680,000. Adding this amount to the 
principal, $1,050,000,000, the total debt would be $1,357,130,000, instead of $1,311,450,000 
as stated. 

Whatever doubt might suggest itself about the government being able to dispose of 
the amounts named from time to time at the reduced rates, none could possibly arise 
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Mr. !^wiNa. You say that if the present law remains on the statute- 
book the whole of the legal-tender notes would be practically retired, 
and their place in our paper circulation supplied entirely by national- 
bank notes ? 

aboat its ability to place even greater sums at 5 per cent., especially as the payments 
wonld continually approximate to coin. 

Table No. 1 shows the condition of the deposit and reserve fhnds, the amounts being 
stated in millions for each fiscal year ending June 30. The nombers designate the 
character of each column. 

No. 1. Amount of deposit at the beginning of year. 

No. 2. Increase during the year. 

No. 3. Amount at the end of the year. 

No. 4. Amount in the reserve at tne beginning of year. 

No. 5. Amount of coin added to reserve during the year. 

No. 6. Amount of lawful money added and withdrawn from circulation. 

No. 7. Amount in the reserve at close of year. 



Years. 


Deposit. 


Reserve. 


1. 


3. 


3. 


4. 


S. 


6. 


7. 


1866 


107 
130 
220 
310 
400 
490 
610 
810 
950 
1,050 
1,155 


23 
90 
90 
90 
90 
120 
200 
140 
100 
95 
—95 


130 

220 

310 

400 

490 

610 

810 

950 

1,050 

1,145 

1,050 


50 
50 
73i 
103i 
133i 
1634 
203| 
270 
316| 
350 
381i 






50 


1867 




23i 

30 

30 

30 

40 

56f 


73i 


I 868 




1869 




1870 




1871 




AAOl 


1872 


10 
60 


270 


1873 


315$ 
350 


1874 


-20 

-28i 

-31i 


1875 


381§ 
350 


1876 









Table No. 2 shows the condition of the circulation and the situation under the " sav- 
ings-bank " system and that which has existed; the figures for the last are from official 
reports, stated in millions. 

No. 1. Total amount of circulation at the beginning of the year. 

2. Amount of reduction or addition during the year. 

3. Amount at the end of the year under savings-bank system . 

4. Amount United States notes actually outstanding at the end of each year. 

5. Amount national-bank notes in actual circulation. 

6. Total amount of United States notes and bank-notes in circulation. 



Years. 


Under savings-bank system. 


Actnal per official 


report 




1. 


«. 


3. 


4. 


S. 


6. 


1866 


710 
710 
687 
657 
627 
597 
557 
500 
500 
520 
558 




710 
687 
657 
627 
597 
557 
500 
500 
520 
548 
550 


460 
421 
400 
388 
388 
395 
396 
398 
400 
427 
418 


250 
290 
299 
300 
300 
300 
323 
341 
343 
333 
345 


710 


1867 


-23 
-30 
—30 
—30 
—40 
—57 


711 


1868 


699 


1869 


688 


1870 


688 


1871 


695 


1872 


719 


1873 


739 


1874 


+20 

+38 
+02 


743 


1875 , 


760 


1876 


763 







The condition of the "Savings Bank of the People " on July 1, 1876, as shown by the 
fwo tables above : , 

Immediate liability : 

United States notes outstanding $550,000,000 

Resources immediately available : 

Cash in the reserve— Coin $170,000,000 

United States notes 180,000,000 

350,000.000 

Balance secured by the property of the whole people 200, 000, 000 

These two tables also show the gradual reduction of the circulation, and the increase 
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Mr. Ptjllan. Entirely. They will not be retired immediately, because 
that would not be to the interest of the banks. 

Mr. Eames. Under existing law, can the limit of legal-tender notes 
be reduced below $300,000,000? 

Mr. PuLLAN. The avarice and cupidity of the banks will cause such 

of the coin reserve under one system, and the increase of the circulation, with com- 
paratively no such reserve, in the other: that while in one the circulation woulcl have 
been $550,000,000 on July 1,1876, the other was actually $763,000,000. As a result the 

Sold premium would have gradually faUen to par, as shown in tahle 3, while under 
le hank-note system it has fluctuated, as shown hy the following table compiled from 
the Bankers' Magazine and the Financial Chronicle, giving the lowest and highest 
gold premium, and the average for each six months from 18^ to July, 1876 : 



Years. 



For the first six months. 



Lowest. Highest Average. 



For the last six months. 



Lowest. Highest Average. 



Averaiffe 
for the 
year. 



1862 
1863 
1864 
1865 
1866 
1867 
1868 
1869 
1870 
1871 
187S 
1873 
1874 
1875 
1876 



Par. 





H 


34 


72i 


'i 


151 


32 


411 


33 
3(^ 


44 

44| 


lOi 
10* 


25* 
13 


» 


14 


11 


10 


10 


14 


11 


17 


11 


15 



3.21 
52.15 
75.80 
71.28 
37.23 
37.68 
39.78 
35.40 
16.00 
11.34 
11.39 
15.96 
12.44 
15.00 
13.24 



9 
22* 
85 
38 
31* 
33 

10 

8t 

llf 

? 

11* 

7 



37 
56* 
185 
49 
55» 
45i 
50 



15§ 



23.63 
40.33 
131.87 
44.69 
46.19 
39.83 
30.89 
30.58 
14.19 
12.18 
13.51 
12.20 
10.52 
14.20 
10.25 



13.42 
46.33 
104.67 
57.98 
41.71 
3a 76 
39.84 
33.83 
15.04 
11.76 
12.48 
14.04 
11.30 
14.36 
11.74 



Condition of two thousand and eighty -nine national banks, as per rei>ort (pages 
278-9) of the Comptroller of the Currency, December 2, 1876 : 

Capital stock, $499,502,232; surplus, $178,647,487. 
Immediate liability : 

Bank-not06 in circulation $292,166,039 

Individual deposits 651.385,210 

United States deposits 11,003,583 

$954,554,832 

Resources immediately available : 

United States bonds 385,010,550 

Lawful money due from Un i ted States Treasurer 131 , 580, 749 

Cash items 12,043,139 

Specie 21,360,767 

549,995,202 

Balance secured by the property of the banks only 404, 559, 630 

EFFECT ON THE PUBLIC DEBT. 

Under the system of government currency the lawful money outstanding on June 30, 
1876, per table No. 5, forms no part of the public debt ; for its equality witn coin would 
be preserved by the reserve set apart for that purpose, because the necessities of com- 
merce would forever prevent its quantity being materially reduced. The public debt 
would, therefore, have been (page 46) $1,357,130,000, less cash in the Treasury, $28,950,000, 
leaving the net debt $1,328,180,000. 

The result of similar calculations, published in the Gazette ten years ago (page 28), 
shows, after transferring $350,000,000 of the coin to a reserve, that the public debt on 
June 30, 1875, would have been $1,435,363,640, less cash in the T^asury (coin, 
$39,189,460 ; lawful money, $44,629,751), $83,819,311, leaving the net debt $1,351,444,329. 

Under the bank-note system, which necessarily contemplates the redemption and 
annihilation of the government currency, for it cannot exist long without such extinc- 
tion, the lawful money must be added to the existing interest-bearing debt to find the 
total amount. The net public debt on June 30, 1876, was, therefore, by Secretary 
Morrill's report, $2,099,498,848 ; and on June 30, 1875, per Secretary Bristow's report, 
it was $2,088,852,114 (see pages 28 and 40). 

The saving to the people, as shown by one calculation, would have been $737,137,785 ; 
by the other, $771,258,844. 
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an increase of bank-notes that they will crowd oat the superior paper 
currency and force it into the vaults of the Treasury or of the banks. 

Mr. Eames. Would the national banks retire the legal-tender notes 
to any extent beyond what the industries of the country require ? 

Mr' PuLLAN. The national banks are not necessarily hostile to the 
interests of the country. They are just as much bound up in the inter- 
ests of the country as any other corporation. In fact, they ought to be 
more so, because their assets are really in the faith, stability, character, 
and prosperity of the people. But the resumption law provides for free 
banking. There is no limit to bank issues. That is the objection. K 
the drain of gold after resumption be not sufficient to cause a collapse, 
it will be followed by confidence and prosperity. With prosperity will 
come increased business find a greater need of money and higher in- 
terest; and that higher interest will be a strong inducement to men who 
have the government bonds to establish banks in localities where the tax- 
ation is very low 5 and their notes will crowd out the legal-tender notes. 
Prudent bankers, like Mr. Vermilye, will retire their notes ; but these 
financial adventurers will come in and fill up the place, not caring for 
the consequences. The law may say that the legal-tender notes shall 
be kept in circulation, but there is a law, higher than any act of Con- 
gress, which will drive them in sooner or later. And if they do not drive 
them in, we will have such an expansion that a trip-up will burst it all. 

Mr. EwiNG. Ko matter what amendment may be made to the resump- 
tion law, requiring the reissue of legal-tender notes as redeemed, you 
think that that amendment will be, in effect, inoperative? 

Mr. PuLLAN. Yes, sir. 

Mr. BwTNa. You think it will be impracticable for the Secretary of 
the Treasury to keep the legal-tenders in circulation, because the bank 
issues will be so largely increased as to usurp the channels of circula- 
tion f 

Mr. PuLLAN. Certainly; and I have too much respect for the intelli- 
gence of the Secretary of the Treasury not to believe that he has reached 
this conclusion. 

Mr. EwiNa. Unless the Secretary of the Treasury felt bound, for the 
purpose of arresting some great convulsion, to reissue the legal-tender 
notes thus forced in upon him for redemption, he would of course hold 
them in the Treasury, particularly if the channels of circulation were 
already filled by bank paper ! 

Mr. PuLLAN. Certainly. 

Mr. EwiNO. He would certainly hold them in the Treasury; and, es- 
pecially if he should run short of gold, he would be compelled, by the 
necessity of maintaining resumption and preserving the honor of the 
country, to retain the greenbacks thus retired ; and that would practi- 
cally result, in your opinion, in the permanent retirement of the green- 
back circulation? 

Mr. PuLLAN. When I say permanent retirement of the greenback 
circulation, I mean its retirement so far as circulating in business in the 
country. The legal-tenders would not be retired from the vaults of the 
Treasury, but would be the reserve, either in the vaults of the Treasury 
or in the vaults of the banks. They would not be the active circulating 
medium of the people. The people would not see any greenbacks, no 
matter what might be the provision of law in regard to their reissue. 
Every sensible banker would keep himself in the condition of being 
able to draw gold from the Treasury. He would keep his reserve either 
in gold or in legal-tenders. If all the banks had their reserve in gold, 
then the legal-tenders would be in the Treasury. The policy of the 
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banks would be to let the gold go out ; but, as both Mr. Vermilye and 
Mr. Stewart said yesterday, the peojple, for ordinary piurposes, prefer 
paper to either gold or silver. 

Mr. EwiNa. Would not that substitution of bank-notes for legal-tend- 
ers take place soon after the resumption of specie payment, irrespec- 
tive of the question of the increase of bank issues ! 

Mr. PuLLAN. Causes would have to operate. If it did take place, it 
would not be long after resumption, because I have no doubt that, with 
the return of prosperity, it would be the disposition of the present 
national banks to co-operate with the government, and to bridge every- 
thing over, and make resumption a success. They would not send their 
greenbacks to the Treasury, but would keep them in reserve. At no 
time is it the interest of the banks to have greenbacks sent to the 
Treasury for redemption, because greenbacks are the same to the banks 
as gold. In fact, it is better for them to keep the greenbacks in their 
vaults than to keep gold. 

Mr. EwiNa. Yes; as long as they are assured they can get the gold. 

Mr. PuLLAN. If they begin to have a doubt about that, some timid 
banker will very prudently push out and work all his reserves into gold. 
The thoughtless bankers will not be so carefu], and may not be alarmed 
so quickly ; but, as it has been said, a million of dollars is a very timid 
thing, and smells danger from afar. 

Mr. EwiNa. You did not quite apprehend my question as to whether 
the greenbacks would be, in effect, all retired from the circulation of the 
country soon after the 1st of January, 1879 ? 

Mr. PuLLAN. I say that they will be, soon after the 1st of January* 
1879, in the vaults of the Treasury or in the vaults of the banks. They 
will constitute the reserves of the banks. How fast that will take place 
I cannot say. It may be done in anticipation of a return of prosperity 
or wait the assurance of it. No one could say in such a time what might 
happen, for financial convulsions are only the work of a few months. 

Mr. Bames. Suppose that the government resumes specie payments 
on the 1st of January, 1879 ; do I understand you to say that the effect 
of that resumption will be to retire the legal-tender notes gradually, 
and then ultimately to have them all withdrawn from circulation ? 

Mr. PuLLAN. Certainly. The effect will be to retire them entirely from 
the circulation of the country, and to let their place be supplied by 
national-bank notes. 

Mr. Eames. Suppose that that would be the effect of a resumption of 
specie payments on the 1st of January ; would, or would not, the national- 
bank notes be equivalent in safety and convenience, as a means of 
circulation for the business of the country, to the legal tender notes? 

Mr. PuLLAN. I do not regard the legal-tender notes as possessing, 
after the 1st of January, 1879, any of the attributes of money that 
attached to them before the 1st of January, 1879. 

Mr. Eames. But I understand you to say that if tlie legal-tender notes 
are retired, their places will be taken by the national-bank notes. 

Mr.PULLAN. Yes, sir. 

Mr. Eames. Now, will not the national-banknotes that are substituted 
for the retired legal-teuder notes be equally safe and convenient for all 
purposes of business as the legal-tender notes themselves ? 

Mr. PuLLAN. They will be just as conveniont for the purposes of busi- 
ness so long as confidence continues. Both would then be but the rep- 
resentatives of coin ; and the government is bound alike to redeem the 
bank-notes as it is to redeem the legal-tender notes. Besides, the bank- 
notes are first protected by the bonds (which is an abundant security), 
and th^n, if the bonds fail, the government is liable for the deficiency. 
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Mr. Eaves. And, in addition to that, the stockholders in the national 
banks are also liable. 

Mr. PuLLAN. That would not amount to anything. The liability of 
the stockholders would be really nothing, unless they were prosecuted 
by the government itself. If I hold a bank-note, its strength is not in- 
creased to me by the liability of the stockholders, because the govern- 
ment itself (which is superior to any individual) is liable to me. The 
stockholder can only suffer when the government, which is the guar- 
antor of the note, proceeds against him. 

Mr. Eames. Do I understand, from what you state, that your appre- 
hension is that in case of resumption on the 1st of January, 1879, the 
legal-tender notes will be practically retired from circulation, and that 
there will be an excess of national-bank notes for the business purposes 
of the country T Is that your idea ! 

Mr. PuLLAN. Tes, sir ; that will be, sooner or later, the operation of 
the resumption law. There will be either a crash or (in case of prosper- 
ity) inflation will be invited under the free-banking feature of the re- 
sumption law. 

Mr. Bell. In view of the extent of this country, of the number of its 
population, of the demands of its business, and of the progress of civili- 
zation, is it your opinion that the present paper circulation of, say, 
$650,(K)0,000, is adequate or inadequate to the demand ! 

Mr. PuLLAN. The answer to that question can only be conjectural. 
My own opinion is that if the govet-nment had an issue of $660,000,000 
of paper currency, the whole of that currency would be required to be 
in circulation for the wants of the people. But, if there was any feel- 
ing of insecurity (no matter how latent that feeling was), the quantity 
that would be absorbed by the government would be reduced, and the 
thing would adjust itself. Gonfidence is the substitute for gold, and on 
confidence the whole of our modern financial structure is based ; and 
the whole object of legislation is to do that which will inspire the great- 
est confidence. 

Mr. Bell. That is, it is based on confidence, in the absence of a suf- 
ficient amount of coin to float the currency. 

Mr. PuLLAN. The value of any paper currency does not depend upon 
its relations to gold and silver, but upon its quantity. We make it de- 
pend upon its relations to gold and silver in order simply to put a check 
upon the quantity, and to have no more in circulation than is requisite 
for a stable, uniform value, so that it will be kept upon a par with some- 
thing like gold and silver. 

Mr. Bell. Something of intrinsic value ? 

Mr. PuLLAN. Something of value recognized by other nations. I do 
not regard gold and silver as having any higher intrinsic value than 
what the laws of this and other countries have established. 



Views of A. J. Warner, of Marietta, Ohio. 

Washington, D. C, April 22, 1878. 

Mr. BwiNG. As you are understood to have given a good deal of 
attention and study to the question of resumption of specie payment, 
we have invited you here for the purpose of obtaioing your opinion as 
to whether it is practicable and consistent with the public welfare to re- 
sume specie payment on the 1st of January, 1879. Do you think that 
it is practicable! 

Mr. Wabneb. I do not think it at once practicable and consistent 
with the general welfare of the country ; nor, indeed, do I think it at 
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all practicable to accomplish and maintain resumption, except by re- 
ducing the paper circulation down to such a limit as would be indi- 
cated by the exercise of the choice of the people between coin and 
paper. That is, an equilibrium in the circulation itself must be first 
restored if resumption is to be maintained, and by equilibrium I mean 
such a state of the circulation as would be indicated by as many people 
on the average taking coin to the Treasury or the banks for paper as would 
take paper for coin. That is a state not reached, of course, at once. That 
is a choice not expressed finally on any given day, nor once for all, but 
it is a choice exercised from day to day, ^m time to time, in all the busi- 
ness operations and transactions of the country — to go on from month to 
month for one or two j'ears at least. To make myself better understood, 
I will illustrate my view of the question in this way : When a currency 
is made convertible into metallic money, or the money of the world, 
then the quantity of circulation which any country will possess or can 
maintain is governed solely by the laws determining the distribution 
of metallic money over the world. No direct act of legislation, I take it, 
can make it more or make it less. The first question, then, that arises 
is, how large a volume of convertible currency would be maintained in 
the United States now; and, secondly, how much ot such a volume 
(when left to the free operation of the choice of the whole people, to be 
exercised as I have indicated) will be coin and how much paper. I 
conceive resumption, then, to consist in nothing short of providing coin 
to the full extent that the people may prefer coin to paper, and in pay- 
ing it out in substitution for the paper and retiring the paper down to 
that limit. I think resumption can be maintained in no other way. To 
illustrate further, suppose that the volume of currency which would nat- 
urally fall to us in the maintenance of the general level of prices to be 
seven hundred and fifty million dollars, and suppose further (for the sake 
of illustration) that we had that amount in circulation now, and that it 
was all coin, seven hundred million dollars of full coin and fifty millions 
of subsidiary coin ; and suppose that Congress should decide that the 
country needed more currency, and should direct the Secretary of the 
iS^easury to purchase, with bonds, one hundred million dollars of the 
precious metals from other countries, and pay it out in the course of 
payments from the Treasury, it is a very plain proposition, I think, that 
the coin so paid out in excess of the volume that would naturally fall to 
us would leave the country after being paid out — not immediately as 
paid out, but certainly soon after. The first effect of making our cir- 
culation redundant, as compared with the currency of the world, would 
be to raise prices, when exports would be checked, imports increased^ 
and the exchanges turned against us. Then the excess of coin would go 
away. I conceive that that law holds good and would be just as true with 
our channels of circulation filled with paper money. If, on the top of 
legal-tender paper, the Secretary pajs out coin, one of two things must 
necessarily take place; either the coin will displace the papier, and remain 
as a part of the circulation of the country, in lieu of paper, under the 
operation of the choice. of the people (as I have designated), or, if the 
paper is kept in circulation per force of its legal-tender quality, then the 
coin will as surely leave the country again as it would if we had already 
coin in circulation, and the Secretary should pay out more coin on top 
of that. That is, the coin will not stay in the country as an addition to 
a full paper circulation. 

The Chairman. You mean irrespective of the question of what is 
termed the balance of trade ? 

Mr. Waeneb. I conceive that that in itself would determine the bal- 



Digitized by 



Googk 



138 RESUMPTION OP SPECIE PAYMENTS. 

ance of trade against us. That is the way that the gold wonld be sent 
abroad. The first effect of an increased volume of money is to raise 
prices, and thus to operate to determine an adverse balance of trade 
when the exportable part of the currency goes away. I will say further 
in that connection, that if it should turn out, as the Secretary of the 
Treasury seems to assume (and, apparently, very many people in the 
country), that on the announcement of resumption the people will not 
take the coin, but will choose to retain the whole six hundred and fifty 
millions, or all the paper now outstanding, rather than have any part 
of the circulation coin, then, also, would the coin, when paid out, leave 
the country for the same reason ; and resumption, therefore, on that 
supposition might just as well be begun to-day, with the coin which the 
Treasury now possesses, as next January ; provided always, of course, 
that our distributive share of the money of the world would not be 
greater than our present volume of paper, together with the fractional 
currency and the coin already in circulation on the Pacific slope, and 
the reserve that the Treasury now has. Or, to state the proi>osition 
generally, coin paid out from the Treasury, whether on top of paper or 
coin already in circulation, in excess of what would be our distributive 
share of the currency of the world, as determined by the laws of trade, 
unless allowed to displace a part of that already in circulation, will not 
k>ng stay in the country, but fiow to other countries. This I anderstand 
to be the law of currency, the law as given by writers on monetary 
science, and as attested by the experience of this and all other coun- 
tries. As to what our distributive share of the money of the world 
would be now or at any given time cannot, of course, be set down before- 
hand. The quantity of such a currency is determined by trade, not trade 
by the quantity of the money. Still 1 think there are data from which 
we can arrive at an approximate idea of the volume. 

Mr. BwTNa. Give your views as to what you thiuk the volume would 
be. 

Mr. Wabneb. I made some time ago some figures on that question, 
taking as a starting point our currency at different periods before the 
war, as in 1854, 1868, 1860, and 1861. 1 wish to premise, however, with 
reference to all estimates made as to the quantity of coin in the country 
at any given time, either in 1861 or before that time or now, that we 
must take all these estimates with a good deal of allowance ; but I have 
followed the estimates given in the Mint and Treasury reports as probably 
nearer correct than any others. In 1854 the total circulation of the 
United States, as compiled from the Treasury reports, was, in round 
numbers, four hundred and fifty-iour millions. Of that, two hundred 
and four millions was in bank-notes, and the balance in coin and bullion. 
The coin was divided into coin in circulation, one hundred and ninety- 
one millions, and coin-reserve in banks, fifty-nine millions. In 1857 the 
total circulation 

Mr. HABDENBEBaH. Before or after the panic ! 

Mr. Wabneb. Before suspensioa. Suspension took place on this 
state of the currency. In 1857 the total currency of the country was 
four hundred and sixty-two millions. Of that, two hundred and four- 
teen millions consisted of bank-notes; the balance of coin. The coin 
was divided into specie-reserve in banks, fifty -eight millions (there was, 
as will be seen, au increase in bank-notes and a decline in bank reserves 
before suspension in 1857), and coin in the circulation of the coun- 
try, one hundred and ninety millions, a decline of only one million 
from 1854. In 1861 the total circulation of the country (which in- 
cludes actual circulation, reserves, hoards, and everything) was four 
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handred and eighty-seven millions, two hundred and two millions 
of which consisted of banknotes, and the balance of coin, divided 
into specie reserves in banks, eighty-seven millions, and the coin in 
circalation, one hundred and ninety-eight millions. In that year, or 
before the end of the year, there was a general suspension. In other 
words, there was in the country in 1861 when the suspension 
of specie payments took place, $1.41 in coin to $1 paper. But, compar- 
ing the Secretary's estimate of the coin there will be in the country on 
January 1, 1879, 1 find that, if there is accumulated by the Secretary 
and the banks all the coin which the Secretary calculates will be accu- 
mulated, we will have 40 cents of coin in the country to $1 of paper. 
That is, the banks suspended in 1861 with $1.41 of coin in the country 
to $1 of paper money, and we will have in 1879, 40 cents in coin to $1 
in paper, upon which state of facts Mr. Sherman proposes to resume. 

Mr. BwiNG. What was the percentage between coin and paper when 
we suspended in 1857 ! 

Mr. Warner. We had in the country in 1867, when we suspended, 
$1.16 in coin to $1 in paper. On that point the Secretary's comparison 
of the strength of the United States Treasury and of the banks with 
other countries — foreign moneyed institutions — is, it seems to me, liable 
to lead to error (and I believe a serious error), in this : that it does not 
take into consideration the condition of the circulation in the different 
countries. For instance, to restore even the equilibrium of the cur- 
rency which existed in 1861 will require considerably more coin than it 
is expected the Treasury and banks altogether will have by January, 
1879. 

Mr. BwiNG. How much more? 

Mr. Warner. I will figure out the percentages and give them to the 
committee again. As to the proportion of coin and paper in circnla- 
tion in different countries (taking the estimates made by Mr. Ernest 
Seyd), there is in Great Britain about $3.33 of coin to $1 of paper ; in 
France (according to the last report I have seen — that of January, 1878), 
$3.10 in coin to $1 in paper (taking the total circulation), and in Ger- 
many, a little over $4 in coin to $1 in paper. Beyond those countries I 
have not carried the investigation in that respect, but I will review 
these figures and give the correct percentages to the committee. 

Mr. Hardenbergh. How then do you account for the depressed con- 
dition of affairs in Germany rather than in France, if the reserve is so 
much greater in Germany than it is in France ? 

Mr. Warner. It is not the reserve which is so much greater; it is the 
proportion of coin to paper in the entire country. But that is not among 
the causes of the depressed state of trade in Ghermany. There are other 
causes for that. It is mainly due, I think, to the demonetization of sil- 
ver. Germany's own economists, I believe, now almost universally agree 
on that. 

Mr. EwiNa. That is, to the contraction of the currency by the demone- 
tization of silver ? 

Mr. Warner. Yes; and the changing from a cheaper to a dearer cur- 
rency — from silver to gold, by a process that enhanced the value of gold — 
the contraction involved in the change from a cheaper to a dearer cur- 
rency. 

Mr. BwiNO. Just the process which we have been going through for 
the past four years. 

The Chairman. Have you given any thought to the question as to the 
ability of this country to maintain resumption, growing out of the dif- 
ference in the character of the paper currency that exists 1 
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Mr. Wabnbb. Yes ; I have considered that, and I think this is true : 
When a paper currency is, in fact, convertible, readily and easily con- 
vertible, then there is the least difference in the world between a paper 
that is legal tender and one that is not. The force of legal tender is 
not exerted, does not come into play, when the currency is readily and 
easily convertible into metallic money, which is a legal tender. The 
legal-tender quality comes into force at the point and at the instant that 
convertibility either fails or is made difficiUt or uncertain, and not be- 
fore. The difference will depend, in my judgment, not so much on the 
fact that the currency is legal tender as on the fact that convertibility 
will be made easy, and that there will be no fear of failure of converti- 
bility to-morrow. As long as bank-notes are actually and easily con- 
vertible, then the difference between them and legal tender is but little, 
because the legal-tender quality does not come into play, except at the 
point where convertibility fails or becomes uncertain. 

Mr. Ewma. That is, it is your opinion that it will require as large a 
reserve to maintain resumption as if the whole paper currency was bank 
currency ? 

Mr. Wabneb. I think a somewhat larger proportion of paper, green- 
backs and national bank-notes, will be maintained than there would be 
of the old bank currency ; resulting, not so much from any legal-tender 
quality, as from its uniformity and the sustained confidence of the 
country that the paper will be as good to-morrow or next week as it is 
today, and that if convertibility tails its use as money will not be less- 
ened J but I should not expect to see the proportion very much more 
than it would be with readily convertible bank currency under the old 
system. You will observe, from the data I have given, that the paper 
part of the circulation seldom exceeded 45 per cent, of the whole circu- 
lation of the country. If it exceeded 45 per cent., we find (I think, too, 
invariably, so far as I have examined different periods), that suspension 
took place before it reached 50 per cent, of the whole. Generally from 
40 to 45 per cent, of the whole seems to have been the safe limit of bank 
currency before 1861. But I will add this further : that, if it should prove 
that a very much larger percentage of the whole circulation would be pa- 
per, then there can be no possible gain now in accumulating a large stock 
of coin for the purpose of resumption. To illustrate that better, let me 
give these figures. It has been proposed, I see, to retain «ix hundred and 
fifty millions of paper after resumption. There is also in circulation fifty 
millions of fractional currency and subsidiary coin ; and, if we suppose 
that there are fifty millions of coin on the Pacific slope in circulation 
{which is an overestimate), and if we assume that eight hundred mill- 
ions of the currency of the world would be our distributive share, and 
no more, then you will see that there is only room for fifty millions 
more ; and if you put out one hundred millions, the result, as I have 
stated, must be, first, a rise in prices, which will affect exports and 
turn the exchanges sufficiently against us to send the excess of currency 
away, just as when a vessel is already filled, if more fluid be added, it 
will overflow ; and, therefore, I can come to no other conclusion (and 
so far as I have been able to study the question I do not see how any 
other conclusion can be reached) than that coin, put out in excess of 
what will be our distributive share of the money of the world, will dis- 
place paper or, on the other hand, if paper is maintained in circulation 
by force of the legal- tender quality, or because it is preferred to coin, 
then the excess of coin will flow away, and resumption might as well 
begin to-day as next January; and to accumulate coin would be a 
detriment to the world. I do not believe, however, that paper, to 
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any such extent as now claimed, would be preferred to coin if 
left to the free operation of choice. I gave the committee the cir- 
culation in 1854, 1857, and 1861. I did not consider in that con- 
nection the conditions, or the change of conditions, of our commerce, 
or of the currency of the world, that would teud to affect, oue way 
or the other, the quantity of circulation which we would now prob- 
ably have. There are four things, I think, which chiefly influence, or 
are controlling in that matter : First, the increase of population since 
1861 ; second, the increase in trade, commerce, and national wealth 
since 1861 ; third (and a very important element), the additions to the 
stock of the precious metals in the world from the mines ; and fourth, 
the effect of the issue of inconvertible paper in this and other countries. 
For I think it is a principle which can hardly be questioned, that when 
any country issues an inconvertible paper, and thereby displaces the 
coin which was in circulation, which coin goes to swell the volume of 
coin in other countries, to the extent that coin is displaced by such 
issues, to that extent the effect on the total circulation of the world is" 
precisely the same as if so much coin was suddenly created and added 
to that already in circulation; and, therefore, in considering the distrib- 
utive share of the world's money any country would possess, we cannot 
ignore the effect of the inconvertible issues of such countries as Russia, 
Austria, Italy, Spain, and other States, as well as our own. Then a 
fifth consideration (and one which may be very controlling) is whether 
more States of Europe will or will not demonetize silver, because it will 
be very readily granted, I think, that our distributive share of the 
money of the world, with gold alone as that money, would be a very 
different sum from that which would fall to us with both gold and silver 
as money for all countries. Probably the sum would be double in the 
one case what it would be in the other. All the estimates I make, there- 
fore, will be on the basis of bi-metallism. The increase in population in 
the United States since 1861 has been, say, fifteen millions, or 45 or 46 
per cent. The increase in national wealth, trade, and commerce is a 
little more difficult to get at; but, divided into its different parts, we 
find the increase in incomes from 1860 to 1869 was about 75 per cent. 
According to our census returns our manufactures increased from a 
little more than one thousand million dollars in 1850, and not quite two 
thousand millions in 1860, to four thousand two hundred and thirty-three 
millions in 1870, or an increase in ten years of nearly 125 per cent. The 
estimate of 1870, however, was in currency, and therefore there should 
be the proper deduction made. The increase in the value of real and 
personal estate, between 1860 and 1870 (we have no data to go beyond 
that), was nearly 150 per cent. 

Mr. Bell. That is on a currency basis, too I 

Mr. Warnee. On a currency basis, too. Taking railroads, there 
were but about thirty-one thousand miles of railrotwl in 1861 against 
seventy-six thousand miles now, or an increase of nearly 150 per cent. 
The increase in the precious metals for the world since 1861 (according 
to the table given in the parliamentary report on silver), and adding 
$360,000,000 as the production of 1876 and 1877, was about twenty-six 
hundred million dollars. The coin equivalent of the inconvertible paper 
issued in Europe and the United States can hardly be taken at less than 
fifteen hundred millions ; the total quantity given by Ernest Seyd is 
somewhere from two thousand million to twenty-two hundred and fifty 
million dollars in 1876. I put the coin equivalent of that, I think, 
rather under than over, by giving it at fifteen hundred million dollars. 
In 1876, the population of England, France, Germany, Switzerland, 
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Belgium, Holland, Denmark, and Sweden (generally pat down as the 
creditor nations of Europe) was one hundred and twenty-seven millions. 
These states are all coin states, and, according to Mr. Seyd, possessed 
a circulation of $3,400,000,000 of metallic money. The rest of the states 
of Europe, usually designated as the indebted states, have, according 
to the same authority, but five hundred and fifty millions of metallic 
money, but have a population of one hundred and eighty-seven millions. 
The difference in the circulation is made up by inconvertible currency. 
It is much less per capita, it will be seen, than in the other countries; 
and, except the $550,000,000, the currency of this large population is 
made up of inconvertible paper, and all are indebted states. Now, put- 
ting together these different influences which would affect the volume 
of money that would circulate now in the United States (and I grant 
that there are other influences), and counting all at 50 per cent. — that 
is, as having the effect of increasing our currency 50 per cent. — that 
would give us about seven hundred and thirty millions of dollars as an 
equivalent currency in 1878, when compared with the currency of 1861. 

Mr. EwiNG. Do you not think that an underestimate ! 

Mr. Wabneb. I think it may be an underestimate. I have made it 
under rather than over. It may happen that a larger volume of incon- 
vertible paper will circulate in a country without raising prices above 
the metallic level than of a convertible paper. The movement of the 
precious metals is determined principally by movable commodities, and 
a country where the larger part of the wealth is fixed will have pro- 
portionally less metallic money than one the larger part of whose 
wealth consists in movable commodities, and commodities that will 
bear distant transportation. This, as well as the habits of the people, 
I think, has much to do in determining so large a currency to France. 
Hence, a country with most of its wealth in fixed forms, or so situated 
as to be without facilities for the easy movement of its exportable 
wealth, might have a certain amount of currency comparable with its 
fixed wealth unaffected by international trade. Such was the situation 
of the first colonies on this continent. They had nothing to export, but 
were in constant need of imports, and consequently they had little 
money. A resort, under such circumstances, to some well-regulated 
inconvertible currency would be a great gain, and in fact all the col- 
onies — some of them in a cumbersome way — adopted such a currency. 
Franklin's idea of paper money doubtless grew out of this experience. 
But of a convertible currency we should not expect to see more than 
seven hundred and fifty, or at most eight hundred millions, both coin 
and paper, in the present state of our trade, and that for other reasons. 
Taking another line of investigation, I arrive at very nearly the same 
result (a line of investigation perhaps more reliable in some respects). 
Taking our paper currency at six hundred and fifty million dollars now, 
with Mty millions of subsidiary coin and fractional currency, there is 
at this time almost no premium on gold, but silver bullion is at a dis- 
count as compared with paper of, say, 6 to 8 per cent. The fact of 
silver bullion being at a discount is in itself positive, direct, and certain 
proof that our currency is to-day deficient, rather than redundant, as 
compared with bi-metallism for the world. If it was not deficient, then, 
with the restriction on coinage removed, silver would as certainly flow 
into this country now as that water will flow to a lower level unless it 
is prevented, as silver is now, through the restriction on coinage. Now, 
taking the average of premium and discount on gold and silver, and 
the two metals combined, as compared with our circulation, are at a 
discount rather than at a premium. With unrestricted coinage a state 
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of equilibrium would be established by an iuflow of coin, which would, 
undoubtedly, in the present ratio, be silver. 

Mr. EwiNG. But the restriction on coinage does not impair the force 
of the argument. 

Mr. Warneb. E^ot at all ; the argument is the same ; but I call your 
attention to this one point which I think has great force, and is very 
direct evidence, namely, that at the point at which the average of 
premium and discount of the two metals (gold and silver) touched the 
zero line of our currency (somewhere a year back) when perhaps the 
volume was fifty millions greater than it is now, that marked exactly, 
for that time, the equivalency of our currency with the currency of the 
world in the condition of trade existing then ; any variation in our trade 
would, of course, vary the quantity of currency. 

Mr. EwiNG. We had then about sixty millions of paper more than we 
have now. That would make seven hundred and ten millions in paper 
and fifty millions in fractional currency — seven hundred and sixty mill- 
ions. 

Mr. Warner. Then include in the calculation whatever coin there is 
in circulation in the Pacific States that would remain. 

Mr. Ewing. Say forty millions. That would make the aggregate of 
our currency to meet the equivalent currency of the world a year ago 
eight hundred million dollars. 

Mr. Warner. Yes ; but in that connection I think this fact should 
be considered : Since 1873-'74, our tots\\ volume of paper has not b eea 
ill actual circulation — has not been effective in determining prices. 
Paper that is for the time being withdrawn, hoarded in bank vaults, has 
no more effiBct on prices and no more influence on trade than a currency 
not in existence at all. But, on the other hand, the moment there was 
a revival in trade and business, this currency would be called out. Its 
effect, however, would be mainly taken up, I think, in the increased de- 
mand for money ; that is, an increase in the business of the country. 

Mr. BwiNa. What, in your opinion, is the amount of coin which the 
people will take, if left to their free choice, under easy and certain con- 
vertibility f 

Mr. Warner. My own judgment is that it would not be safe to rely 
on any less than 50 per cent, of the whole circulation being coin. It 
would be more likely to be more than less. In that I include the re- 
serves of banks, the hoardings in the country, and the uses generally 
for which coin will be preferred to paper. And I base that on our ex- 
perience in this country and on the experience of other countries, not 
relying, as many do, on the faith that when the people find they can 
have coin they will not want it. I do not wish to be understood, how- 
ever, as giving the opinion that this 50 per cent, of coin would be re- 
quired at once, but in the course of one or two years. The demand for 
coin would continue from month to month until that state of equilibrium 
in our circulation was reached, indicated by as many people taking 
coin to the banks or the Treasury for paper as would take paper to the 
banks or the Treasury for coin. That I would call the state of equilib- 
rium of the currency. 

Mr. H ARDENBEROH. How do you reach that ! 

Mr. Warner. In my judgment it can only be gained by the displace- 
ment of a part of our present volume of paper by coin. 

Mr. Hardenbergh. Then you are opposed to any further issue of 
paper by the government f 

Mr. Warner. That involves other considerations j but if I were asked 
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my judgment upon that, 1 should say I do not think more paper now 
was the remedy we needed. 

Mr. HARDENBEBaH. Are you in favor of early resumption on the 
part of the government f 

Mr. Warner. I am not. I am in favor, however, of maintaining the 
equivalency of coin and paper ; maintaining the paper at a level with 
metallic money by limiting the volume of paper to the present amount, 
or to an amount not greater than would be our distributive share of the 
currency of the world ; on this principle, that an inconvertible paper 
currency actually in use, performing all the functions of money, if less, 
or not greater, in amount than would be the distributive share of the 
currency of the world for that country will always be on a level with 
metallic money, and if it does not fill the channels of circulation full, 
coin will flow in and fill the vacuum. The vacuum, however, must first 
be made. Coin will go to a country only when it will buy there more 
movable commodities than elsewhere. 

Mr. Hardbnbbrgh. Do you find any positive equalization of this 
distributive share which you speak of? Is it not affected more or less 
by wars f 

Mr. Warner. Certainly ; it cannot be fixed beforehand ; it is impossi- 
ble to do that. That would require omniscience. It fixes itself, or, 
rather, is determined by the laws of trade. Wars, good or bad crops, 
active or stagnant production and trade, all operate to affect the flow of 
the precious metals. But it is quite possible to fix the limit of paper 
tmthin what would always be our distributive share of the world's 
money. Taking the condition of the country now into consideration, it 
seems to me that the part of wisdom would be to maintain our paper at 
a level with metallic money, on the principle of limitation of volume. 
That would involve no further contraction, and no further alteration in 
the value of money. 

Mr. Hardbnbergh. That is resumption. 

Mr. Warner. There is a very great difference, I think, between that 
and resumption. I would maintain the value of paper at the coin level 
by limitation of volume instead of by convertibility or resumption. 

Mr. Hardenbergh. Equalization is resumption. 

Mr. Warner. In my judgment, resumption has only begun when you 
have reached the point of equalization. Then the work of resumption 
really begins, and consists in providing coin and actually paying it oat 
in substitution for paper — not in addition to it — to the extent that peo- 
ple may choose coin to paper, and retiring the paper. 

Mr. EwiNG. What is the practical difference between equalization and 
resumption ! 

Mr. Warner. The practical difference is this : assuming that eight 
hundred millions of dollars, or any other sum you may take, would con- 
stitute our distributive share of the money of the world (as I have 
before explained), then, if the currency is convertible, it will conform 
to that volume. Now, if an inconvertible paper circulation be limited 
in amount to a sum no greater than the eight hundred million dollars, 
then it will not fall below the level of metallic money. But that is a 
very different thing from resumption. For, having assumed our quota 
at eight hundred million dollars, if you make it convertible then you at 
once lay it open to the choice of all the people of the country (a choice 
to be exercised, as I have said, in all their business transactions from 
day to day and from mouth to month), as to what part of the eight hun- 
dred million dollars they will have in coin and what part they will retain in 
paper. Then, providing the coin and paying it out in substitution tor 
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the paper, and retiring the paper to the extent that the people may pre- 
fer coin to paper, is the accomplishment of resamption, and, in my 
judgment, nothing short of that is; and when that is done I think it 
will be found that at least half— more rather than less — of the entire 
volume will be coin, or in an assumed volume of $800,000,000, 
$400,000,000 of it, at least, would be coin, and not more than 
$400,000,000 paper. Resumption would be accomplished on that sup- 
position, then, when the $400,000,000 of coin had been provided and all 
paper in excess of $400,000,000 destroyed. The part destroyed, of 
course, would be the greenbacks. The substitution of coin for paper 
necessitates, in the very operation, prolonged contraction, and, in my 
judgment, one to two years more of depressed business and trade 
would follow such a course. The very process of gathering up paper 
and presenting it for coin, and getting coin back, involves, practically, 
more or less temporary contraction. 

Again, if in the course of business as large a part of the whole circu- 
lation should be required to be coin, as existed in 1861, or $1.41 coin to 
$1 of paper, then resumption will have been fully accomplished only 
when that proportion of coin has been provided and the paper in excess 
of $1 to $1.40 of coin retired. And in this connection it is pertinent to 
consider that before 1861 we seldom had a truly convertible currency, 
even when called convertible. 

Mr. Eames. If the amount of paper currency in circulation is equal 
to coin in its purchasing value, is there any probability that any con- 
siderable portion of it will be presented for redemption after resumption? 

Mr. Warner. In my judgment it will. But I will repeat that if it 
should turn out that in the exercise of their choice the people do not 
wish coin, but prefer paper, then you can as well resume to-day as next 
January, because you have more coin now in the Treasury of the United 
States and in the banks, if added to the present paper circulation and 
the subsidiary silver coin, than will make up our share of the coin of the 
world, and all in excess of that will leave us after it is liberated. 

Mr. Eames. State whether or not, in the transaction of business, 
paper currency is not more convenient than coin ; and for that reason, if 
it is equal to coin, will it not be preferred and kept for the purposes of 
business to the extent that it is required f 

Mr. Warner. It will to the extent that it is required ; but in my 
judgment that extent will not exceed (when the state of equilibrium has 
been restored) more than 50 per cent, of the entire circulation — ^less 
rather than more. As this same question was prominently up before 
the secret committee of the English Parliament in 1819, 1 should be 
glad to read the opinions of two or three witnesses as then expressed, 
in regard to it — opinions which, if interpreted by the experience in 
England which followed, will, I think, throw light on the question now 
before this country. Mr. Alexander Baring expressed his decided belief 
that it would not be safe for the bank to resume until a very considera- 
ble part of the circulation in England had become coin. Mr. Harmon 
in his evidence stated ''that at that period (1817) he was induced to 
flatter himself that if the doors of the banks were opened, the public 
would hardly know whether they were open or shut— that was in a 
moment of tranquillity — that people seemed indifferent about gold ; and 
that instead of coming to the bank for gold, they brought their gold to 
the bank; that remained until the financial operations in France began, 
and as soon as they were talked of the tide turned." 

Mr. Stuckey [says the report], a gentleman very extensively connected with banks 
in the county of Somerset, gave evidence to the following eifect : " In the latter end 

H. Mis. G2 10 
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of the year 1816 and beginning of 1817, we had a circulation of coin for some months f 
it cost us at that period nearly one hundred pounds to transmit a surplus quantity of 
coin to London, of which four-fifths in value, at least, consisted of gold. We could not 
get rid of it in the country, our customers preferring our notes. In the spring of 1817, 1 
brought with me to town near 1,000 guineas from one of our banks ; on taking them to 
our LtQndon banker, he requested as a favor I would not leave them there. They had 
lately sent so many to the Bank of England that they did not like to trouble them 
any more ; besides, the bank only took those which were of full weight/' 

Now, as to what followed. In 1817, the Bank of England gave notice 
that it woald pay all its one pound and two poand notes dated prior to 
1813 and 1816. It began payment. The testimony of Mr. Harmon and 
of Mr. Stockey related to the beginning of that payment. The bank 
paid out, during the first part of 1817, but little ; but before the middle 
of 1818 the bank had paid out nearly £7,000,000, and stopped. Three- 
fourths of the amount paid out, Mr. Jopliu says, was traced directly to 
the French mints. 

The committee, in 1819, reporting on this evidence, say : 

Notwithstanding this evidence, it must be admitted that no satisfactory conclusion 
can be drawn from the experience of so short an interval as that which is referred to 
by Mr. Harmon and Mr. Stuckey. Great uncertainty must prevail with respect to the 
amount of gold which niay be required for the purposes of internal circulation. 

Also, 

Your committee are satisfied that the bank, in undertaking to pay their notes in 
eash, under the circumstances above mentioned, acted from the best motives, and from 
a belief that the measure would tend to facilitate the complete resumption of pay- 
ments in specie. Unfortunately, it has had a contrary effect. 

In 1819 the resumption act was passed, requiring the bank, on the 1st 
of February, 1820, to commence paying its notes in bullion at the mar- 
ket-price, instead of at the mint-price — the term which they use there. 
From February, 1820, when the bank began paying bullion for bank- 
notes, until 1823, according to Mr. Jopliu, the bank imported into En- 
gland from 20,000,000 to 30,000,000 pounds sterling. During that period 
the mint issued £19,000,000 in gold coin, and there was retired over 
£21,000,000 of the paper currency. The total bank currency in 1818 
was £48,000,000, and in 1823 it was about £27,000,000, £21,000,000 and 
over having been retired. It was well known that guineas, when first 
paid out in 1820, were largely hoarded. The state of equilibrium of the 
currency was not reached until 1823, and at that time the paper part of 
the currency was reduced, as shown, from £48,000,000 to £27,000,000, 
the metallic part having increased till there was much more of it than 
of paper. It is hardly necessary to add that the period of the greatest 
distress in England came after the commencement of resumption in 1820, 
the period known as the great agricultural distress. 

Mr. Bell. Eesulting from the depression in the prices of property 
and wheat ? 

Mr. Warner. Yes, sir. According to Mr. Atwood, Sir James Gra- 
ham, Mushet, and others, prices fell all the way from 35 to 50 per cent., 
and some things even more. 

Mr. EwiNG. Mr. Tooke's tables showed the fall ? 

Mr. Warner. Yes; it showed the general fall in prices that took 
place. 

Mr. EwiNa. "What was the extent of the diminution of credits during 
that time ? 

Mr. Warner. That point I deem a very important one in the consid- 
eration of this subject. Credit was almost entirely overthrown: and it 
is duetto that fact, very largely, tltat prices fell so much in England, 
andgthat prices have fallen so much in this country. To give a summary 
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view, as I understand it, of that period between 1797 and 1816 : England 
had forced out of circulation and out of the country about £30,000,000 of 
gold, by the issue of inconvertible paper money. The gold had gone 
into France, and other countries in Europe which maintained a metallic 
circulation. Austria displaced about $ 100,000,000 ; Russia, $75,000,000 ; 
Prussia, frpm $40,000,000 to $50,000,000 ; and other states more or less, 
during the Napoleonic wars. All the coin displaced in these countries 
went into the few countries still maintaining coin; and, in consequence, 
the value of metallic money itself was greatly depreciated ; or, in other 
words, prices generally rose. The failure to take that into considera- 
tion was, I think, where Kicardo made his great mistake in giving the 
opinion that resumption in England involved only a difference of 3 or 
4 per cent. After 1816, when all these countries together commenced 
the withdrawal of their paper money, and when a redistribution of 
metallic money took place in Europe, gold itself was greatly changed in 
value, as compared with commodities generally. At the same time that 
money was undergoing diminution in quantity, and a consequent in- 
crease in value, credit was being undermined. Credit, which with 
currency in a state of rest would be secure, always suffers when changes 
of that kind are going on. To illustrate that further, where there is a 
given amount of currency in a country, and things are in a state of rest, 
credit assumes a certain relation to the currency. Authors have variously 
estimated the effect of credit. McLeod says credit is ten times the 
amount of all the money, and Webster said it was more to us than all 
our mines of gold and silver. But the moment that money is contracted 
in quantity, credit is contracted in a far greater ratio; and if the con- 
traction of the currency is sudden, and takes place to any considerable 
extent, it very often results, as we have many times seen, in an almost 
entire overthrow of credit. I think one of the principal reasons of the 
low prices of real estate, and property generally, now in this country, 
at least in many parts of the country, is due to the fact that while the 
contraction of the money volume is going on, credit is almost entirely 
neutralized, and has little or no effect in maintaining business or prices. 

Mr. EwiNa. And the contraction of the currency causes a shrinkage 
in values ? 

Mr. Warner. Undoubtedly ; and the effect of contraction is multi- 
plied by the overthrow of credit which it causes. 

Mr. EwiNa. And the overthrow of credit reacts on prices ? 

Mr. Warner. Yes ; and often suddenly and powerfully. 

Mr. EwiNa. The primary cause is the contraction of the currency, 
and the consequent shrinking of values, making the position of every 
man who uses credit uncertain and unstable ; and that uncertainty and 
instability are magnified, and thus credit is contracted three or four 
fold ? 

Mr. Warner. I think that is true. 

Mr. Eames. You mean the contraction of the currency below that 
point required for business purposes, do you not ? 

Mr. Warner. It is very seldom that a country has more currency 
in that sense than business absorbs. I take it that if we should double 
the volume of inconvertible paper money the country would very soon 
absorb it. Prices would rise, undoubtedly, and the money volume would 
be absorbed. 

Mr. Eames. Do you mean to say indefinitely and to any amount! 

Mr. Warner. Yes. Suppose $800,000,000 to constitute at a given 
time our currency. Then if that volume should be doubled or made 
$1,600,000,000, the whole would have no greater value than the $800,- 
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000,000 had, aud would not until the increase of business had changed 
the relations between the quantity of commodities and transactions and 
the quantity of money. The effect otherwise would be consumed in rais- 
ing prices. If at the same time that you doubled the money the busi- 
ness of the country (the quantity of commodities and transactions) were 
doubled, there would be no change in prices, except what was incident 
to the act of changing. There can be no general rise of prices in any coun- 
try, and no general fall of prices, except it comes from a change in the 
quantity of money. Prices of commodities vary, as compared with one 
another, continually ; but a general fall or a general rise means, in effect, 
a diminution or an increase in the quantity of money, and consequently 
a change in its value. The diminution of the quantity of our money has 
not been at all in proportion to the decline in values, and the difference 
is made up, I think, in two ways : first, the change in the value of 
metallic money itself, by the demonetization of silver in certain countries, 
and by a partial redistribution of metallic money, caused both by the de- 
monetization and by a withdrawal of paper money in this and other coun- 
tries, and the demand made for metallic money to take its place; but also 
largely from the breaking down of credit which so sustains prices when 
based upon a stable currency. If we were to issue $100,000,000 of 
inconvertible money and afterward to reduce it suddenly by $50,000,000, 
the same consequences would follow as would result from a sudden re- 
duction of $50,000,000 in the volume of coin. And I may state gener- 
ally what I understand to be a law of currency — a law which bears di- 
rectly upon this question of resumption. It is this: Having, say, 
$650,000,000 of paper now in the country, to destroy any part of that 
and buy coin from other countries to take its place must necessarily 
produce the same consequences and have the same effect on business 
and prices as would be the case if, having a full volume of coin now in 
circulation, we should propose to annihilate, step by step, as much of 
the coin as we propose to retire of paper, and to buy other coin from 
other countries to take its place. To illustrate my meaning better : If 
England now should determine upon the annihilation of $250,000,000 
of her gold, with a view of buying other gold to take its place, the ef- 
fect on prices and business of such a step in England could not be dif- 
ferent from the effect in this country of destroying that amount of our 
circulation, and buying coin from other countries to take its place. 

Mr. EwiNa. You think, then, that if the people are left to their free 
choice under the operation of resumption they will require as much 
coin as pai)er ! 

Mr. Warner. I think that when the state of equilibrium has been 
reached, we will have at least 50 per cent, of the whole circulation (re- 
serves, hoards, and for other uses) in coin, and not more than 50 per 
cent, in paper. 

Mr. EwiNa. The proportion of coin to circulation in 1861 and 1857 
was about 63 or 64 per cent. 

Mr. Warner. In 1860 we had just about 60 per cent, coin to 40 per 
cent, paper. In 1857 it got down as low as 5;3J or 54 per cent, coin to 
46 J paper, and then suspension took place. 

Mr. EwiNO. And you think that suspension took place from the dim- 
inution of coin If 

Mr. Warner. Yes, sir. Just before that there was an increase of 
paper — an increase in the quantity of the currency of the country — and 
exchange was turned against us, coin went away, and then the suspen- 
sion took place. That is an important point, I think, in the considera- 
tion of the currency. It operates in this way : when banks issue the cur- 



Digitized 



byGoogk 



RESUMPTION OF SPECIE PAYMENTS. 149 

rency, if there is at the one period an increase in the bank's reserves of, 
45ay, $20,000,000 of coin (and the first increase of the metallic currency 
always goes into the banks, and its first outflow is from the banks and 
not from the circulation), there will almost certainly be an issue of 
^60,000,000 to $80,000,000 of paper based on the $20,000,000 increase in 
the coin. That increases the volume, lessens the value of the entire 
currency (including the metallic part), raises price, and turns the ex- 
changes against us. Then the banks have to pay out coin, and if 
$20,(K)0,000 of gold goes away, in order to preserve the same relation be- 
tween paper and coiq, they must contract the paper currency sixty or 
eighty millions. It is the extreme fluctuation in the volume of currency 
issued in this way (first by increasing and then by decreasing it) that 
leads to the- wide fluctuations in prices which we had under that sys- 
tem. 

Mr. EwiNG. Assuming $800,000,000 to be the distributive share for 
this country on a metallic basis, you think we tnust at least have 
^400,000,000 of that in coin ? 

Mr. Warner. I think if left to the operation of the choice of the 
people to determine what part of the $800,000,000 should be coin and 
what part paper, that within a period of twelve or eighteen or twenty- 
four months, at furthest, after resumption began, half, at least, of it 
-would be coin. 

Mr. EwiNa. There will be no resumption of specie payment unless the 
people be left to that free choice ? 

Mr. Warner. Manifestly not. You may, of course, initiate resump- 
tion at any time, but the maintenance of it will consist in supplying coiu 
to answer all future demands. 

The Chairman. You observe that the Secretary of the Treasury 
intimates that Congress ought to pass some law to provide against 
what he says is a necessary evil of metallic money (that there is no 
provision by which banks or the government can pay in coin). Has it 
ever occurred to you that that can be obviated by authorizing the Sec- 
retary of the Treasury, in case he resumes, to pay his obligations at the 
market rate of money, instead of at the mint rate? Have you ever 
^ven that subject any attention ? 

Mr. Warner. That question was discussed in England during their 
period of suspension. It was carefully considered by Bicardo, Sir 
Bobert Peel, and others. In fact, resumption in England began on that 
theory ; but, as a means of regulating the quantity of money, which alone 
•determines its value, I have never been able to see how that principle 
is going to work so as to regulate the volume in such manner as would 
preserve steadiness of value. As I have already stated, this, undoubt- 
edly, would be true ; we can maintain our currency on a level with 
metallic money by simply limiting it to its present volume; I think 
there is no question about that ; that is a principle which has been 
always admitted by writers on monetary science, and if that does not 
constitute as much money as would naturally fall to us in the course 
of trade, coin would come in to fill up the vacuum — the vacuum being 
first formed. Such a currency, $650,000,000, say, in paper, and fifty 
millions in small coinage, and this supplemented by full coins, would vary 
precisely as a purely metallic currency would vary — precisely as though 
the whole of it was coin ; and its fluctuations would be far less than a 
convertible currency issued by 2,000 independent banks^ which, on the 
inflow of $20,000,000 of coin into their vaults, would issue, perhaps, 
-$60,000,000 or more of currency, and on the outflow of coin would draw 
that much of their paper in. But that a purely metallic currency pos- 
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sesses the flexibility which is desirable in a currency I do not admit/ 
There is where that principle seems to have failed in England. It 
possesses, nevertheless, greater flexibility than the national-banking 
system as at present constituted ; that is, a purely metallic currency 
has greater flexibility than our present national-bank currency has. 
And a currency of $800,000,000, of which $650,000,000 is paper and 
the rest subsidiary coin and full coin, will all vary precisely as a purely 
metallic currency would. So an inconvertible currency fluctuates as 
you increase or decrease the quantity, and by that means only 5 and to 
say that all variations in the market price of gold, as on Black Friday, 
marks fluctuations in our currency, is the absurdest nonsense. If that 
were true, then prices generally would have varied in the same pro- 
portion. 

The Chairman. You might then have a paper currency that fluctuates 
no more than gold or silver, and, in fact, fluctuates less ! 

Mr. Warner. Certainly. 

Adjourned until tomorrow. 



Washington, D. C, April 23, 1878. 

Statement of Mr. A. J. Warner continued. 

Mr. Warner. I have made out the percentages of coiu and pai)er, in 
reply to the question put by the chairman yesterday, as tO'what addi- 
tional amount of coin would be required, and what amount of paper must 
be retired, in order to pla<5e the circulation of this country now on the 
same basis of equilibrium that existed in 1861 and 1837, and the change 
necessary to make to place us on as good a footing relatively as exists • 
in countries with which the Secretary makes comparison. Taking our 
present volume of currency as a normal one, or as a full volume, made 
up of paper, $650,000,000, and subsidiary coin and fractional currency, 
$50,000,000, and allowing to the Pacific slope $50,000,000 coin (which is 
something more than Dr. Linderman's estimate), making a total of 
$750,000,000; to restore, then, the state of equilibrium existing in 1861, 
when we had $1.41 in coin out of a total volume of $487,000,000, to 
$1 in paper, our circulation should stand today $439,000,000 coin and 
$311,000,000 paper. That would place us on the basis of 1861. 

Mr. HARDENBERaH. That was at the time of the suspension of 1861 ! 

Mr. Warner. Yes. That would put us where we were when sus- 
pension took place in 1861. To do that would take, besides the 
$50,000,000 of subsidiary coin, and besides the $50,000,000 coin set 
down for the Pacific slope — presuming that amount to be in cir- 
culation there now — and the $150,000,000 more which it is proposed 
to have in the Treasury and the banks by January 1, 1879, making 
$250,000,000 in all. That is, in addition to this $250,000,000 of coin 
whicl;! it is proposed to have January, 1879, it would require $189,000,000 
more coin, and the retirement in all of $349,000,000 of paper, leav- 
ing the circulation of $750,000,000 to stand, coin $439,000,000, paper 
$311,000,000. That would be the state of equilibrium that existed in 
1861, when specie payments were suspended. Comparing in the same 
way with 1857 (another period of suspension), when there was $1.16 of 
coin in the country to $1 of paper, our volume of $750,000,000, to give 
us the state of equilibrium existing then, should stand $403,000,000 
of coin and $347,000,000 of paper, which would require, in addition to 
the subsidiary silver, the coin on the Pacific slope and the $150,000,000 
of reserve which it is proposed to have January, 1879, $153,000,000 
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more coio still, aud the retirement of $303,000,000 of the paper money 
now outstanding. 

Mr. Bell. Your estimate aa to 1861, 1 understand to be based on the 
condition of the currency unaffected by the war and by inflation I 

Mr. Warner. Yes, it is based on the currency of 1861 before the sus- 
pension of the banks, and before the issue of any legal-tender paper. 

Mr. Hardenbergh. Is not the estimate of 1857 a safer one than that 
of 1861, because from 1857 to 1861 the country was in a disturbed state 
awaiting the secession movement, and therefore gold occupied a differ- 
ent relation to the circulatiou than it had done previously ? 

Mr. Warner. I have taken 1857 and 1861 both. If I should take 
1859 or 1860, then the amount of coin that would be required now, ac- 
cording to that ratio, would be still greater. 

Mr. HARDENBERaH. Do you not think that 1857 is a fairer test of 
the true condition of the country, aside from the civil war, there having 
been great financial disturbance from 1857 down to 1861 1 

Mr. Warner. Perhaps so. These periods, especially that of 1857, are 
what may be called periods of depression in the proportion of coin to 
the whole circulation. But if the political state of the country prior to 
1861 had any effect it probably was to increase the proportion of coin to 
paper in the country. 

Mr. Hardenbergh. But the panic of 1857 affected the financial health 
of the nation, and the period of the secession movement in 1861 affected 
its life. So there was no financial peace in the country from 1857 to 
1861. During that time capital was beginning to fly away, and people 
were beginning to contract and withdraw their money in anticipation of 
the trouble connected with secession. Therefore the period previous to 
1857 was a much healthier time, I take it, as to the amount of gold re- 
quired in the country than the period from 1857 to 1861. 

Mr. Warner. Well, I have given both periods. 

Mr. EwiNG. But really a better comparison would be with the years 
preceding the panic, because the panic occurred probably in part on 
account of the fact that there was an excess of paper money as com- 
pared with the volume of coin. 

Mr. Hardenbergh. The panic itself grew out of one fact, the failure 
of the Ohio Life and Trust Company. 

Mr. Warner. Taking the years 1857 and 1861 (years of suspension), 
we have j^ears of the lowest amount of coin in circulation to compare 
with now. However, in July, 1861, there was an issue of 50 millions of 
demand notes for war purposes, before the issue of legal-tender notes. 

Mr. EwiNG. Does that go into the aggregate of paper currency which 
you have calculated in your total ? 

Mr. Warner. No, sir ; I have calculated only the bank currency. 
As an offset for that 50 millions of demand notes, I may say that that 
amount would be no more than sufficient to provide for the additional 
use for currency caused by the war. Comparing in the same way our 
whole circulation with that of other countries, having reference to the 
Secretary's comparison on pages 32 and 33 of his examination before 
this committee, where he compares only the reserves, without taking 
any account at all of the state of the circulation in the different coun- 
tries, I find this to be the fact : In order to establish the same rela- 
tions between paper and coin that exists in England, ours should stand 
(taking the 750 millions as a full circulatioa), 579 millions coin, 171 mil- 
lions paper. To establish this relation it would require the procurement 
of 375 millions more coin than now exists in the country, or than it is 
proposed there will be in January, 1879, and the retirement of 479 mil- 
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lioDS of the 650 millions of paper. Comparing with France, to establish 
here the same state of equilibrium (with a total circulation of 750 mil- 
lions), our currency should stand, coin 662 millions, paper 185 millions, 
which would require us to procure 312 millions more coin than we have, 
or expect to have January next, and the retirement of 465 millions of 
our paper. Making a comparison in the same manner with Germany, 
our circulation should stand 600 millions coin to 150 millions paper. To 
establish this state of the circulation would require us to procure 350 
millions more coin than the country possesses, or is expected to bave 
next January, and the retirement of 500 millions of our present paper 
circulation. That is, to establish the state of equilibrium in this country 
that now exists in other countries, and that, at former periods, existed in 
this country, we should have the following proportions of coin and paper 
in a total volume of $750,000,000: 

Proportion of coin to paper in the whole circulation, as it should be, to estab- 
lish the relation — 



Existing in England 

Existing in France 

Existing in Germany 

Existing in the United States in 1854 

Existing in the United States in 1857 

Existing in the United States in 1861 

Propoeed to have in 1879, when resumption takes place 



Coin. 


Paper. 


$3 33 


II 


3 10 




4 OU 




1 24 




1 16 




1 41 




40 





Table showing how a circulation of $750,000,000 ivould stand with the same proportion of 
coin to paper that existed at diffei-ent periods before the change in the system of currency 
in the United StateSy and also how the circulation would stand if on an equal footing with 
other countries as to the proportions of coin and paper ; also the amount of additional coin 
yet required to establish such relatione, and the paper to be retired. 





Coin. 


Paper. 


Coin required 
more than is 
in the conn* 
try.oritisex- 
I)ected there 
will be Janu- 
ary, 1879. 


Paper to be 
retired. 


To have the same proportion as in England 
we sboald have in 1750 000 000 


$579,000,000 

562,000,000 

500,000,000 

439, 000, 000 
403, 000, 000 
415,000,000 


1171, 000, 000 

185,000,000 

150, 000, 000 

311,000.000 
347, 000, 000 
335,000.000 


$339,000,000 

312,000,000 

350, 000, 000 

189,000,000 
153, 000, 000 
165, 000, 000 


$479,000,000 

185,000,000 

500, 000, 000 

349, 000. 000 
303, 000, 000 
315. 000, 000 


To stand on the same footing as France we 
should have 


To stand on the same footing as Germany 


To reestablish the condition ezisthig in 1861 

weshoaldbave 

To establish the condition of 1 857 


To establish the condition existing in 1854 . . 



On the other hand, on the supposition that the 650 millions of paper 
is to be maintained, either by the force of its legal-tender quality, or be- 
cause of the preference of the people to have the whole 660 millions in 
paper rather than in coin, which is not at all likely, then with the 50 
millions of subsidiary coin, and the 50 millions for the Pacific States, 
we have already, in these amounts, the full volume of 750 million dol- 
lars; and on the supposition that this volume, with bi-metallism for the 
world, would be our full proportion, then there is no room in our circu- 
lation for coin, and if added to the paper it would not remain in the 
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country, and its accumulation in the Treasury for the purpose of resump- 
tion, by the sale of bonds or otherwise, is only a disturbance of the money 
market.of the world, and one that affects injuriously not only the United 
States, but, more or less, other countries also. 

The Chairman. Why does it not leave the country now? 

Mr. Warner. It is under lock and key. 

The Chairman. Not all of it. 

Mr. Warner. That which is in the banks is not ; and one reason why 
that does not leave the country now is that banks are holding it in view 
of resumption. Again, if 750 millions does not make up our full circu- 
lation, and some small amount additional is required, it would exist in 
the form of bank reserves. Besides, a given amount of coin, under any 
circumstances, and with gold at any premium, would stay in the coun- 
try, being required for international commerce, and that sum is aug- 
mented by a given amount required to pay duties on imports. I believe, 
even when the premium on gold was highest, there was never less than 
eighteen or twenty millions of gold in the country; but this does not go 
into circulation. 

The Chairman. That is the idea ; that while we have apparently a 
certain sum of money in circulation, yet it is not in fact in circulation, 
but is in the banks and the Treasury, and that it is really as if it were 
dead and not in existence. 

Mr. Warner. Yes ; the same as though it were still in the mines, so 
far as pertains to our circulation ; and so when gold and silver is taken 
from the mines, all but a small part of it (say our natural share) leaves 
the country. Just so, and under the same laws, and for the same rea- 
son precisely, when the door of the Treasury is open the coin that is 
there will leave us if paid out in excess of our natural circulation and 
paper is not retired. There will be no difference then whatever between 
gold and silver dug from the mines and gold and silver let out of the 
Treasury. 

The Chairman. You do not estimate at all the probable favorable 
condition of our trade abroad. You do not take that into your estimate. 

Mr. Warner. Yes, I take that into account in estimating our proba- 
able volume of money. It is that favorable balance which allows us so 
large a volume. If the balance of trade turns against us, then some 
part of our volume of money, if convertible into coin, will flow away 
until the state of equilibrium is established. 

Eemarking further on the balance of trade and on its influence, I 
will say, first, as has been ft^equently said, nothing is more misleading 
than figures showing the extent of a balance of trade. As an illustra- 
tion : a silk merchant of Lyons ships to this country $20,000 worth of 
silks. They are entered as worth $20,000 in the New York custom- 
house. He sells the silks in New York for $25,000, and invests the 
whole sum in flour, with which he loads his vessel back to Lyons. The 
custom-house books would show $20,000 of imports and $25,000 of ex- 
ports, but when you ask France for the difference, she will, of course, 
say she does not owe you anything. If you find the merchant who 
made the importation aud the exportation, he will tell you that he paid 
for the flour and owes nothing, and that the difference is his profit. 
Therefore, just what amount of money comes to us in the balance of 
trade is very difficult to calculate, but certainly no such sum as 160 
millions. Besides, there is the large amount paid out in the carrying 
trade and for insurance every year and by travelers going abroad, 
which never enters the custom-house returns. Again, a balance of 
trade never sets constantly toward one country. If it did, such conn- 



Digitized by 



Googk 



154 RESUMPTION OF SPECIE PAYMENTS. 

try would eventually have all the money, and some other country the 
goods. The longer, therefore, that the balance of trade sets in favor of 
any given country, the more certain it is that it will grow less, and the 
more probable is it that it will change, for the reason that the exporta- 
tion of the precious metals from the countries importing goods lessens 
the quantity of the precious metals in such countries and, of course, 
depresses prices there and prevents further exportation of the metals. 

Mr. EwiNa. An increase of prices in the country to which the coin 
goes? 

Mr. Warner. Yes 5 lowering prices on the one side and raising them 
on the other. 

Mr. HARDENBERaH: Under this examination that you have made con- 
nected with the amount of coin now and in I86I, when can you ever 
look forward, by your theory, to resumption of specie payments in this 
country, without an immense and terrible contraction of the currency 
which would shake everything from center to circumference ? 

Mr. Warner. I do not think it possible without doing that. I give 
it as the result of my own examination that the only possible way to 
maintain specie payment is to supply coin and retire paper till the 
quantity is reduced to a sum not exceeding 50 per cent, of the entire 
circulation. What that yet involves can be better imagined than 
described. 

Mr. Bell. I understand you to mean by resumption a redemption of 
the paper circulation and its withdrawal from circulation, as was done 
in Great Britain. 

Mr. Warner. That is the only way, in my judgment, that resump- 
tion can possibly be maintained ; that is, to make it properly resump* 
tion. Let paper be reduced down as far as it will reduce itself, and 
substitute coin for it, and my own judgment, I repeat, is, that the paper 
will not stand, after a year or two, at more than 50 per cent, of the 
whole circulation. It is opposed to all previous experience in this 
country, and the experience of other countries, to calculate otherwise ; 
and I cannot see that anything has arisen to change greatly the laws of 
currency or the preferences of the people. Monetary science is the 
same now that it was fifteen years ago. Hence I think the country is 
being drawn into a vortex by this resumption process that ought to be 
avoided, and the country spared the loss and agony it must entail. 

Mr. EwiNG. Comparing the situation now with 1857, what reason is 
there to suppose that it is possible to maintain resumption without even 
a larger proportion of coin than we had in 1856? The banks broke 
down in 1857 for want of coin. What reason is there to suppose that 
we can now maintain specie payments ! 

Mr. Warner. The only reason I can assign is this : the character of 
the currency now existing being uniform, and the greenback part being 
legal-tender, the confidence of the public in the currency will be better 
sustained ; although, as I said yesterday, when a currency is actually 
and conveniently convertible, there is no force (or almost none) to the 
legal-tender quality. But the very moment that confidence fails, or 
begins to fail, in the convertibility of the currency, then the legal-tender 
quality comes in just at that point to sustain it. It would sustain con- 
fidence when any person having bank-notes, which, although converti- 
ble to-day, might be open to suspicion that they would not be converti- 
ble to-morrow, but if that person is sure that, even if convertibility 
fails, the money power at the same nominal value will continue, 
he will be less likely to present his notes at the bank, and I think, 
therefore, we may reasonably count on a somewhat larger propor- 
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tion of paper than existed under the old system. On the other 
hand, however, there is this to be considered : in the years with 
which comparison has been made (1857 and 1861 ; or, for that matter, 
generally under the old system of a specie basis) it is hardly cor- 
rect to say that we had a convertible currency in the United States. 
Ip large parts of the country the currency was not really convertible, 
but to a large extent in many States even when nominally convertible, 
was practically an enforced circulation. Public sentiment was against 
those who demanded coin. I remember that was the case in 1857 ; and 
in some places that spirit was carried to extremes. Mr. Theophilus Fisk, 
for instance, of Charleston, describing the condition of the currency 
existing there before the panic of 1837, says they determined not to 
suspend specie payment, but at a public meeting, at whit^h the mayor 
presided, it was proposed that it should be made death (!) for any man 
to demand coin I 

A paper that is convertible with difficulty, or against public senti- 
ment, is in some degree to be treated rather as an enforced currency* 
Then, again, Bank of England notes are legal tender, and we have shown 
what proportion of the whole circulation of England is coin. On the 
other hand, it is to be considered (and it is important) that no notes are 
issued by the Bank of England under five pounds. If small notes were 
issued, undoubtedly there would be a larger proportion of the whole cir- 
culation in paper than there is now. 

Mr. EwiNG. If you take the situation in 1857, when there was an excess 
of the volume of paper as compared with coin (so large a volume that in 
many parts of the country there was no actual resumption), and when 
you had the whole power of the banks exerted to keep out the paper, 
every bank dealing to a large extent with its own paper, and in its own 
community, to keep it in circulation, is there good reason to think that 
we can get along now with a less proportion of coin supply than we had 
then! 

Mr. Warner. After resumption banks will have no interest iu keeping 
any but their own paper in circulation. They will have the same inter- 
est, I think, in keeping out their own paper that they had then in keep- 
ing their paper out. But, on the other hand, the banks are manifestly, 
under the present resumption act, largely relieved from the obligation 
of providing themselves with coin, except through the instrumentality 
of legal-tender notes. 

Mr. Hardenbergh. In 1857, the circulation of the banks throughout 
the country was not all secured, and there was a great difference of 
feeling as to the different notes. Is it not probable that the gold which 
we had then would have sustained the demand that would have been 
made by the people if, instead of State bank issues which we then had 
and of which the people were afraid, we had had greenback circu- 
lation and national-bank notes? 

Mr. Warner. That is, as I understand you, the same as if you ask 
me this question : '^ Suppose the same equilibrium in currency should 
exist now that existed then, could it not be maintained !" Well, in my 
judgment it could be, and yet in New York circulation was well secured 
at that time ; and it should be remembered that more than half of the 
whole volume then was coin. 

Mr. Hardenbergh. I have been the cashier of a bank for twenty 
years. In 1857, every one wanted specie, and did not want bank notes. 
But in 1861, and in 1867, and in 1873, when they wanted money, they 
did not care about the gold, but what they wanted was either green- 
backs or national-bank notes, and the volume of gold required was not 
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one-tenth of the part necessary to meet the demand. People did not 
care for it so long as they had confidence in the government. What 
they wanted was either national-bank notes or greenbacks. 

Mr. Warner. As you say, with a greenback currency, I do not think 
there would be a run for gold coin even in a panic. In making allow- 
ance for the difference in the quality of the paper, I have already given 
it as my opinion that with the same proportion of coin to paper existing 
in 1857, specie payment, under favorable circumstances of trade, could 
very well be maintained ; indeed, very probably with a less amount ; 
probably with 1 to 1 in the whole country. But we mast not lose 
sight, however, of a foreign demand for our coin that may at any time 
spring up. 

The Chairman. Recollect that there is a marked difference in the 
condition of the country then and now. We had no public debt of any 
consequence in 1857. A small debt that we had at the beginning of the 
war accumulated subsequent to that period. We have now a very heavy 
public debt. In addition to that, we have now a large private indebted- 
ness abroad, as well as indebtedness of States and railroads. It seems 
to me that that is an element which you have not regarded at all. 

Mr. Warner. Not as yet, although I have had it in view and have 
made some figures on the subject. I regard it as a very potent element, 
and one that is likely to exert a powerful influence, and very possibly at 
times when otherwise we would be in a state of equilibrium. The dif- 
ference between a debt at home and a debt held abroad in its influence 
on the currency of a country is very great. I often think of the remark 
of Disraeli, that <^ a debt at home is like an irritating fiea-bite, but a 
debt abroad is an open, bleeding wound.'' The influence of a debt 
abroad on the currency of a country owing the debt is very great. It 
may be illustrated in this way: Suppose our exports to be six hun- 
dred millions, and suppose, also, that we owe one hundred millions in 
gold as interest, which is drawn away annually, then our distributive 
share of the world's money would be no more, with the six hundred 
million exports and one hundred millions of debt to pay abroad, 
than it would be if, without the debt, we exported but five hun- 
dred millions. The difference, moreover, between paying a debt 
abroad out of the circulation or the currency of a country and paying 
it with commodities has not, I think, been generally taken sufficiently 
into account. Indeed, most writers on economical science seem to as- 
sume that it is the same thing whether a debt abroad is paid in coin or 
whether it is paid in commodities, and that when coin is exported it is 
really as a commodity. But I conceive the difference to be very great. 
Bullion, or the product of mines that has never formed part of the cur- 
rency, if exported, would be the same, of course, as any other commod- 
ity, and would have no effect on the circulation of the country different 
from the exportation of the same amount of other commodities. But 
when a country exports a part of its currency it is taking away that 
which is the measure of the value of other things. Suppose, for instance, 
the total wealth (taking convenient figures) of the United States now 
to be thirty thousand millions, and suppose the currency circulating 
that amount of wealth to be six hundred millions ; now, this thirty 
thousand millions of wealth stands as thirty thousand millions because 
it is measured by six hundred millions of currency. That is the relation 
that exists between the money and the commodities — so much currency, 
so much wealth, the thing measured and the measure. Now, if you 
export a hundred millions out of the thirty thousand millions of com- 
modities there would be still left in the country twenty-nine thousand 
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uine hundred millions of wealth, of commodities. The change is less 
than four-tenths of one per cent. Moreover, the one hundred millions 
of commodities sold could be replaced in a few weeks, or months, at 
most, by the production of new commodities. But if you take away 
one hundred millions of the currency of the country, then you have 
taken away nearly 17 per cent, of it. The total wealth which was thirty 
thousand millions becomes 17 per (jent. less^ or only twenty-five thou- 
sand millions. Besides, you cannot restore the one hundred millions of 
currency at will by new production. You must acquire it in your trade 
with the rest of the world. You, therefore, change the relations of 
money to debt and commodities. You change the value of all commod- 
ities when you export a part of your currency. You change the rela- 
tion between money, debt, and property 5 that is, between money and 
the other wealth of the country. And not only that, but if you take 
one hundred millions from your currency you affect the whole structure 
of credit based upon it. That is shaken to its foundation, perhaps 
overthrown, and the disturbance is increased tenfold, which is enough 
to ruin half the producers in the country or bankrupt half the ordinary 
dealers in any market. Hence I conceive the question of debt abroad 
as having an important bearing on the whole problem of resumption. 
Specie payment that would be safe and reasonably certain without a 
debt abroad may become very unsafe and uncertain with such a debt — 
with the power in the hands of creditors abroad to draw away the very 
coin needed for the maintenance of resumption. 

Mr. Hakdenbergh, Coin is the nation's wealth, while currency is its 
debt, and therefore they differ very greatly. 

Mr. Wabnee. In reply to that I beg to say this : whether the six 
hundred millions of currency be derived from the precious metals, or 
consists of paper, if it be reduced from $600,000,000 to $500,000,000 the 
effect on the value of the commodities which constituted the wealth of 
the country would be the same, and the effect on production and busi- 
ness the same. And, if permitted, I would say further on that point, 
because as a principle of currency it is Important in its bearing on 
questions now at issue, that the value (call it a debt, if you please, but 
the value, nevertheless) of our paper currency rests upon precisely the 
same principle as that on which the value of metallic money rests. 
From 70 to 80 per cent., it is estimated, of the value of gold is due 
solely to its use as money, and but from 20 to 30 per cent, to its use in 
the arts and as ornaments. Seventy per cent, likewise of the value of 
silver is due solely to its use as money and about 30 per cent, of it to 
its use in the arts. Now, when a government issues an Inconvertible 
paper, and it goes into use as money, having the same power and per- 
forming the same functions as other money, then its value rests upon 
the same principle, namely, its use as money 5 but not merely 80 per 
cent, of its value, but its entire value, we may say, is due to its use as 
money. This principle was stated by John Locke two hundred years 
ago. It is not new, although it does not seem to be commonly under- 
stood. The value of inconvertible paper money, like the value of any 
other money, depends wholly upon quantity as compared to use. On 
this theory only is it safe to treat the currency of a country. 

I was going to remark, however, before this divergence, in reference 
to our debt held abroad, that estimates which I find differ very widely 
and are very unsatisfactory. The estimates which have already been 
given before this committee, derived from information on this side of 
the Atlantic, differ very widely, I find, from estimates on the other side. 

Mr. EwiNG. One estimate made up from this side and given to the 
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committee was that onr debt beld abroad amounted to two thousand 
million dollars. That is Mr. Pullau's estimate. 

Mr. Warner. The data and information on which all these estimates 
are made, so far as I am able to get them, are very meager, but I have 
myself given more credence to those made from the other side as being 
made from more certain data than those made on this side. Ernest 
Seyd has given in different forms an estimate of the debts of this coun- 
try held in Europe in 1876. He gives national and State indebtedness 
of the United States, held in Europe, as $1,200,000,0005 railroad and 
other corporate indebtedness, $750,000,000; other loans, $300,000,000; 
making a total of $2,250,000,000, calculated at $5 to the pound sterling. 

Mr. EwiNa. Where do you find that ! 

Mr. Warner. In Seyd's Fall in the Price of Silver. He divides it 
in another place as follows : Taking the full sum of £250,000,000, or 
$2,250,000,000. Foreign holding in loans and mortgages, £20,000,000 = 
$100,000,000 ; railways and public debentures, shares, &c., £150,000,000 
= $750,000,000 ; national, State, and municipal, £200,000,000 = $1,050,- 
000,000; miscellaneous (or what he calls international capital, such as 
current balances, temporary, loans, &c.), £40,000,000 = $200,000,000. 
Then he includes in the indebtedness here (what probably is also em- 
braced in his first estimate) what he assumes as the amount of coin we 
must buy yet from Europe in order to be able to resumie specie payment. 
He designates certain states in Europe that own debts of other states, 
besides holding their own debts, as creditor nations and assigns them 
sums as follows: England, from £800,000,000 to £1,000,000,000 of the 
debts of countries other than her own ; Germany holds from £450,000,000 
to £500,000,000; France, from £400,000,000 to £500,000,000 ; Holland, 
Belgium, and Switzerland hold from £100,000,000 to £125,000,000. 
This would give in dollars to England from $4,000,000,000 to $4,800,- 
000,000; Germany, from $2,000,000,000 to $2,500,000,000; France, from 
$2,000,000,000 to $2,250,000,000; Holland, Belgium, and Switzerland, 
from $500,000,000 to $600,000,000. 

Mr. B. Dudley Baxter, an eminent authority on public debts, accepts 
Mr. David A. Wells's estimate of the amount of interest due on the 
bonds held abroad in 1870, which does not include, I suppose, other 
debts, namely, $85,000,000. This does not differ very widely from the 
estimate of Seyd, and is below rather than over. Dr. Edward Young, 
chief of the Bureau of Statistics, makes the total of our indebtedness 
held abroad at thirteen hundred and fifty millions. I doubt not that 
some part of the indebtedness held abroad a few years ago has been 
returned, and some part of the corporate indebtedness lessened through 
the insolvency of the corporations. I presume it is a hundred millions 
less now than it was in 1876. 

Mr. EwiNa. Have you any other estimate ? 

Mr. Warner. IJothing that is sufficiently definite. Mr. Leone Levi 
and others give some estimates, but in round numbers not differing 
widely from the others, and probably drawn from the same sources. 

Mr. EwiNG. Is there an instance of a debtor nation maintaining specie 
payments ? 

Mr. Warner. I know of none. All those countries in Europe that 
have large debts, which are held by four or five principal creditor na- 
tions, are using inconvertible currency for the larger part of their circu- 
lation. The precious metals seem to stay with the holders of these 
debts. 

The Chairman. I believe it is true also that in Italy, as well as 
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Austria, what is called the balance of trade is very largely in favor of 
both of those states, and that they use inconvertible paper. 

Mr. Warner. Yes, sir; and if we owe a hundred million dollars 
abroad as interest, we must, in order to maintain stability in a currency 
derived from the precious metals, have an actual balance of trade in our 
favor of a hundred millions every year, and if we fail in that, then some 
part of the currency will be drawn away. 

The Chairman. Is not this a debt on demand practically of both 
principal and interest ? That is, they may send into the market here 
those bonds and sell them for whatever they are worth, to be paid in 
gold or products ? 

Mr. Warner. That, of course, may be done. But if they send them 
very rapidly, the bonds would doubtless fall in price and in that way the 
sale be checked. It is a demand debt, so far as interest is concerned, 
and of course the creditor will demand coin unless we have something 
else to offer him which he prefers to coin, or, in other words, keep a bal- 
ance of trade in our favor. 

Mr. Eames. What proportion of the two thousand millions of indebt- 
edness held abroad — national, State, and municipal — is matured ? 
Mr. Warner. I think very little of it is matured. 
Mr. Eames. Then all that the government at present has to do is to 
provide the interest? 

Mr. Warner. The interest is all that is required of the government 
now, I think. 

Mr. EwiNa. Why should not more be considered ? Suppose we had 
positive assurance that the balance of trade would be in our favor equal 
to the amount of interest on our debt held abroad, could we, with any 
safety, resume specie payment? Is it not a fact that our whole supply 
of gold is practically held then at the will of our foreign creditors, who 
may send our bonds here and sell them if they please for gold, and drain 
our gold from us ? 

Mr. Warner. They certainly have a very strong lever. They have 
a strong hold upon any part of the precious metals we may have. Not 
only their interest must be paid, but, of course, they can send their bonds 
here to be sold, and can allow them to be sold down until they would 
drain very largely our coin. 

Mr. EwiNa. If there should be an exigency in Europe, arising from 
war or from any other cause, requiring a drain of one hundred millions 
of gold from this country, and making it desirable for them to get the 
gold from this country, is it not perfectly certain that they could get it 
irrespective of the question of the maturity of those bonds, and irrespect- 
ive of our demand, however exigent it may be, for the use of the coin 
here as our currency ? 

Mr. Warner. I think it would be a question of bargain between the 
holders of coin here and the holders of the bonds. If the holders of the 
bonds offered them at a price low enough to induce those having the 
coin here to part with the coin, it could be certainly drained away. It 
is a question of business, the same as it would be if they should send 
anything else here. 

Mr. EwiNa. Is not this the fact which makes it impossible for a 
debtor nation to maintain specie payment irrespective of the balance of 
trade ? 

Mr. Warner. The annual demand for interest, together with that, 
makes it so. The annual demand for interest is in itself very exhaust- 
ing, and then comes the fact that debts may be sent home, and the fact 
4ihat those having gold are always ready to part with it for bonds if the 
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bonds are offered a little down. That would undoabtedly have a very 
powerful influence in determining the movement of gold. 

Mr. Bell. Are you advised as to the rate of interest which this debt 
abroad carries — I mean the average rate of interest of our entire indebt- 
edness t 

Mr. Waenee. I have no figures on that point with me. But until 
the funding operation began the rate of interest was generally 6 per 
cent, for national, and 6 to 7 on municipal indebtedness. For corporate 
indebtedness, mortgages on lands, and public works, &c., the rate would 
run somewhat. higher. I think that 6 per cent, would be as low as the 
whole would now average. 

Mr. Habdenbebgh. You mean taking national. State, municipal, and 
every other debt held abroad ! 

Mr. Wabkeb. Yes, sir; I think the Interest on the whole would not 
run less than 6 per cent. On loans made on landed security, they are 
often at higher rates — from 8 to 10 per cent. Railway bonds usually bear 
interest at 7 per cent., oftener over that than below it, and municipal 
indebtmeut seldom bears interest below 6 per cent. A part of the na- 
tional debt comes below 6 per cent., but the average, I should say, 
would be rather above 6 per cent, than below it. 

Mr. EwiNG. Do you think it practicable to get this sum in gold or 
coin which you regard as necessary in order to maintain specie pay- 
ments ! 

Mr. Wabneb. If it is possible to obtain it at all it will be at a very 
high price as compared with what we have to buy it with. We can buy 
easily enough one hundred millions of commodities from Eogland or 
France or Germany. We could buy, probably, several hundred millions 
of commodities from either country, with bonds, at the market rate of 
such commodities as they stand now. But for the reason that I have 
given, that when you attack the currency of a country, drawing away 
a part of its circulation, you are changing the relations between that 
which measures value and other things, I do not suppose we could ac- 
tually buy one hundred millions of England's coin and get the gold to 
bring away for five times one hundred millions in bonds. Indeed, to 
abstract from the circulation of England one hundred millions of her 
gold, would overturn all the established relations between money, debt,, 
and property, and would involve the country in general bankruptcy. 
You may draw from a country a given part of its hoards or of its re- 
serves, but the moment you go beyond and touch its circulation, then 
you begin immediately to affect prices, and immediately the pressure ia 
put upon it, and, if the outflow of coin is not stopped, panics will be 
sure to follow. It is easy enough for a country to sell its coin, that is^ 
to change its currency into capital. That is easy enough, I say ; but 
when you come to convert capital back into currency, that is a very dif- 
ferent thing. 

Mr. Habdenbbbgh. Have we not this advantage over England, that 
she cannot do without our food, but we can do without her reserves ? 

Mr. Wabneb. That is an advantage which we have undoubtedly in 
the maintenance of the balance of trade, but one that scarcely balances 
England's advantage as the holder of millions of our debt. But I was 
going on to illustrate the dift'erence between converting a metallic currency 
into other capital, that is, selling it for commodities and drawing currency 
from other countries by selling commodities. On that point I hardly 
think that any one would be risking much by advancing the opinion,, 
that if we had on hand today in this country, now, all the material, all 
the commodities that we bought with the two hundred and eighty-flv^ 
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millions of gold which was displaced and sent abroad in 1862-'63, I 
doubt very much whether we could buy back with it all $85,000,000 of 
the money of Europe, or even $50,000,000, and actually get the coin to 
bring away. Hence, a country that first turns currency into capital or 
material, and then capital back into currency, makes bad bargains. 

Mr. EwiNO. Have we ever in any year added to our stock of precious 
metals by importation ? 

Mr. Wabner. No, sirj T think not — not very lately; not since we 
became producers of the precious metals. 

Mr, EwiNG. Our bonds and securities of all kinds that have been sold 
abroad have not brought us gold or silver? 

Mr. Warner. No, sir; they brought us commodities. 

Mr. EwiNG. And the balance of trade in the precious metals has been 
against us every year, has it not? 

Mr. Warner. Yes, sir, steadily so, I believe ; that is, we export more 
of the precious metals than we import. 

Mr. Bell. Am I to understand, that in the sale of this vast amount 
of United States securities abroad we have actually realized no coin ! 

Mr. Warner. Not any coin at all. The sale of our bonds abroad 
brought us commodities, but not coin. 

Mr. Eames. If the Government of the United States should meet 
projnptly and at maturity all of its legal obligations for the public debt, 
will any considerable amount of those bonds now unmatured be returned 
here for sale! 

Mr. Warner. I do not think they would be in ordinary conditions of 
trade ; but in such an exigency as a great foreign war, or the balance of 
trade turning heavily against a country holding our debt, as, for in- 
stance, in the years 1818, 1838, and 1847, the year of the Irish famine, 
then I should say the bonds would come here rapidly. But in ordinary 
states of trade they would not. 

Mr. Phillips. Have not our bonds to the amount of a hundred mill- 
ions and more come back here since last September f 

Mr, Warner. It is reported, I believe, that over seventy-five millions 
of them have come back, and that, I think, was largely due to the expect- 
ancy of war and to the troubled state of Europe, but partly, perhaps, 
to the silver agitation. 

Mr. Eames. Do you think that the return of our bonds from abroad 
was affected by action of the House in repealing the time named for 
resuming specie payment by this government! 

Mr. Warner. I do not think that any action about resumption 
affected the question at all. Holders of bonds can have no direct inter- 
est in the resumption of specie payments. That cannot add to our abil- 
ity to pay the bonds, or make them more secure. But it is very proba- 
ble that the passage of the silver bill affected the movement somewhat 
at first. However, I am inclined to think that even the effect of that 
has been much overrated ; and in this connection permit me to say I 
discredit entirely the assumption that it was by funding our public 
debt into gold bonds that we have been able to reduce the rate of inter- 
est. Rate of interest does not depend upon the kind of money. Rate 
of interest is always as low in silver to be repaid in silver as in gold to 
be repaid in gold. The Secretary at any time could have sold "coin" 
bonds, taking pay in silver or gold, at the option of the purchaser, and 
with the coin so obtained taken up 6 per cent, coin bonds and saved as 
much interest as has been saved. 

Mr. EwiNG. There were two quite notable instances in our dealings 
with England illustrating the reluctance of the Bank of England to 
H. Mis. 62 11 
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part witb any of its Rold. Mr. Boatwell stated in the Senate that 
daring his administration of the Treasury Department he sold twenty- 
one millions of bonds for gold, and that he was notified by the Bank of 
England, or by the British Government, that the gold could not be 
withdrawn and that he must take other American securities, and he 
did so. Again, in the case of the Geneva award of fifteen millions five 
hundred thousand dollars, which was payable to us in gold, the British 
Government in effect declined to pay it in gold and paid it in other 
securities. 

Mr. Wabneb. That illustrates the difficulty of abstracting a part of 
the currency of a country. 

Mr. Habdenbebgh. Where is the Secretary to get his fifty millions 
additional of gold ! 

Mr. BwiNO. If he gets it at all he will get it from this country. [To 
Mr. Warner.] You have stated that, in your opinion, when the people 
are left to their free choice of taking paper or coin, we will certainly be 
compelled to have as much coin in the country as paper! 

Mr. Wabneb. Yes, sir. 

Mr. EwiNG. And that we cannot expect to keep out more than one- 
half of the aggregate of the currency in paper money f 

Mr. Wabneb. Yes, sir ; that is my opinion. 

Mr. EwiNa. Now, what proportion of the aggregate amount of coin 
in the country (judging from past experience here and from the experi- 
ence of other nations) would it be practicable for the redeeming agency 
(whether Treasury or banks) to retain as a redemption fund! 

Mr. Wabneb. The proportion of the whole coin of the country which 
may be held as reserve by banks and the Treasury will, undoubtedly, 
vary very greatly, not only from year to year, but will vary with the 
seasons. It will be more at certain seasons than at others. I do not 
know of any data that would enable any one to form an intelligent opin- 
ion as to what it will be in any given month. 

Mr. EwiNG. In 1861 we had two hundred and eighty-five millions of 
coin in the country, and eighty-seven millions of it was in the banks; 
how much had we in 1857 ? 

Mr. Wabneb. In 1857 we had one hundred and ninety millions in 
circulation and fifty-eight millions in reserves* 

Mr. EwiNG. That is, between one-third and one-fourth of the coin of 
the country has been held at those periods by the redeeming agencies! 

Mr. Wabneb. Yes, sir; the amount has oscillated between those 
figures, but many banks, under the old system, would not have half that. 

Mr. EwiNG. Would that not seem to indicate that it is not practicable 
for a redeeming agency (whether the government or the banks) to com- 
mand more than one-third or one-fourth of the coin in the country! 

Mr. Wabneb. I do not think that they will command more than that 
percentage, and I think the rest of the coin will remain out. It will go 
into private hoards, and to the various uses for which coin is preferred 
to paper. 

Mr. Eames. What was the paper circulation in 1857! 

Mr. Wabneb. Two hundred and fourteen millions. 

Mr. Eames. What was it in 1861 ! 

Mr. Wabneb. Two hundred and two millions. 

Mr. EwiNG. Is not about that same proportion maintained in France, 
in England, and in Germany by the redeeming agencies ! 

Mr. Wabneb. A larger proportion is generally maintained there than 
we have maintained. 

Mr. EwiNG. Speaking of the effect of the withdrawal of one hundred 
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millions of our coin — ^when it becomes actually paid out in the current 
money of the people, will not that withdrawal (whenever it occurs) come 
from the redeeming agency! 

Mr. Warnbe. Yes 5 that would undoubtedly be first taken from the 
reserves. 

Mr. EwiNa. Heretofore, and doubtless hereafter, the reserve of coin 
has borne, and will bear, a proportion of only one-third or one-fourth of 
the amount of paper outstanding to be redeemed. 

Mr. Warner. Yes, sir ; probably not more. 

Mr. EwiNa. If you withdraw say twenty-five millions of coin from the 
redeeming agency for shipment abroad, does not that necessitate a con- 
traction of seventy- five millions of paper? 

Mr. Warner. In order to maintain safe proportions, it involves that 
contraction always. 

Mr. Ewma. So that the effect of the shipment of twenty-five millions 
of coin when we get back to resumption, will be a contraction of seven- 
ty-five millions of paper money ? 

Mr. Warner. Yes, sir ; and an inflow of twenty-five millions of coin, 
which would go first into the vaults of banks, would probably result in 
the extension of the paper circulation by seventy-five millions. There 
will be these fluctuations. And to withdraw fifty millions even of cur- 
rency from a volume of seven hundred millions, would undoubtedly be 
suflBcient, at any time, to involve the country in very serious trouble, 
overthrow credit, and bankrupt a very large percentage of the ordinary 
dealers in any market. 

Mr. Ewma. Speaking of the hoards of currency. When we get back 
to specie payment, will not these hoards naturally and almost certainly 
be hoards of gold — of the metal which, by common consent, is the cur- 
rency that is the best ? 

Mr. Warner. I should say that there can be very little room to 
doubt that, as long as gold can be had for paper. 

Mr. Hardenberou. Would it continue for any length of time ? 

Mr. Warner. It would continue just as long as hoards continue. 
Hoards are about so much ; they vary, of course. One man may not 
keep a hoard for a long time, but about so much will be kept in that 
state. 

Mr. HARDENBERaH. Contingent on the prosperity of the country t 

Mr. Warner. Contingent both on the prosperity of the country and 
on the prosperity of the individual. But usually times of adversity are 
times of the greatest hoarding. 

Mr. Ewma. On whom will the burden of making this large coin prep- 
aration for resumption fall ? 

Mr. Warner. It will fall almost wholly on the Treasury. While the 
national banks will undoubtedly take care of themselves, yet nothing is 
plainer than that they will do so through the instrumentality of green- 
backs, and if greenbacks are reissued, that instrumentality is made 
continuous to them. In other words, if the national banks now have 
what would be deemed safe reserves in greenbacks, I do not see that 
they need concern themselves at all about gold ; and after resumption, 
if the banks wish to convert their reserves into coin, they can do so, 
and to the extent that their customers will want coin they undoubtedly 
will do so. 

Mr. Eames. The reserves and legal-tenders now held by national 
banks in the cities amount to 25 per cent., and in the country banks to 
15 per cent. Do I understand you to say that, in your judgment, that 
reserve which may be converted immediately through the government 
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into coin, is soffioient to enable the national banks to meet the presenta- 
tion of any national-bank notes that may be presented for redemption 
after the Ist of January next! 

Mr. Wabmeb. That reserve would be snffident, I shoold say, for any 
probable presentation of notes ; bat the reserve would have to be kept 
np by constant additions, or by new snpplies of coin, as the people draw 
it away for their own purposes ; and as there are more greenbacks in 
the country than national-bank notes, of course the greenback currency 
furnishes an ample fund to float the national-bank notes. I cannot see, 
therefore, that there is any obligation imposed upon the banks which 
the greenback does not at once aflford them the instrumentality of ac- 
complishing. 

Mr. Phillips. Would not the natural tendency of resumption be this: 
that the government would concentrate in New York all the gold needed 
to meet the legal*tender notes, and that the national banks would hoard 
aU the legal-tender notes to offset the gold, being two reserves, and thus 
causing contraction of the currency. 

Mr. WA9NEB. I think the result would be a contraction and a con- 
tinuous contraction. Besides, you cannot substitute a dearer currency 
for a cheaper one even without involving, during the whole course of 
such a ^ange, contraction to a greater or less extent, because there is 
always a considerable time intervening between the collection of the 
paper and its presentation, and the return of the coin to the same lo- 
cality. That, in itself, must involve a prolonged contraction, which will 
not be over until the state of equilibrium between the two parts of the 
currency is fully established. 

Mr. Phillips. Our conditions would change on resumption from what 
they are now, and all the gold would be held by the Treasury to meet 
the presentation of legal-tender notes, and the legal-tender notes would 
be held in the banks to meet the presentation of national-bank notes; 
would not that be the tendency t 

Mr. Wabnbe. That probably will be the tendency. I should hardly 
apprehend, however, any very sudden demand for legal-tender notes in 
exchange for national-bank notes by the people. The demand for green- 
backs will be mostly for the purpose of using greenbacks to get coiu, 
and that is a demand that will continue ; but I should hardly expect it 
to be very sudden. 

Mr. Phillips. If the national banks intend to maintain a safe basis, 
would they not accumulate legal-tender notes ? 

Mr. Wabnee. I think so. That will be their policy. They will in- 
crease the accumulation of legal-tender notes for the purpose of procur- 
ing coin, and that, of course, will work temporary contraction. 

Mr. HABDENBEBan. After the 1st of January, 1879, when the first 
resumption of specie payment occurs, would not the banks suffer imme- 
diately by the demand made upon them for gold by their depositors, 
and also by the demand for gold on their bank-notes ? 

Mr. Wabneb. If their deposits were really payable in gold, I should 
say that that would be the case. 

Mr. Habdenbebgh. Are they not all so payable! 

Mr. Wabneb. They are payable in legal-tender notes, and so will the 
banks' own notes be. I have not supposed that the deposits would lead 
to such an immediate drain of coin from the banks as some have antici- 
pated. If the deposits in banks do not bear an unsafe relation to circu- 
lation — that is, when the circulation is ample for the deposits, and when 
the convertibility of that circulation is provided for, then I take it that 
the deposits are taken care of. It turns upon the question whether 
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yoar circalation is safficient to meet the demands from deposits — that 
is, whether it bears a proper proportion to the deposits or not. 

Mr. Haetzbll. Secretary Sherman, When he was before this commit- 
tee, told us that he was making provision to secure sufficient coin to 
enable him to redeem the outstanding government notes that would be 
presented after the first of January, and that then, in his opinion, re- 
sumption would be consummated. Now, if resumption of specie pay- 
ment in January, 1879, should prove disastrous to the national banks, 
have they not got the power to combine and soon to abstract all the 
coin in the Treasury, and force an abandonment of resumption! 

Mr. Waener. There is no doubt but that the banks have the power 
by combining to draw the coin from the Treasury. 

Mr. Haetzell. If it should become a question of self-preservation 
with the banks, would they not be very likely to do so? 

Mr. Waener. They can always be relied upon to protect themselves 
first, 

Mr. Haetzell. Then, would not the ability of the government to 
maintain specie payment after the 1st of January, 1879, depend en- 
tirely upon the co-operation of the national banks I 

Mr. Waenee. Without the cooperation of the banks, resumption 
would fail quicker, but I do not think myself that the banks and the 
government together have the power, by any co-operation, to maintain 
specie payment without retiring part of the paper* No country can 
have all its currency in convertible paper, because when the choice is 
extended to all the people of the United States in the course of their 
trade (a choice to be exercised continually in all transactions) to deter- 
mine what currency they prefer, some part of the whole certainly would 
be coin, and most probably the larger part. In that connection I would 
add this : If there is a hundred millions of coin now in the country, over 
and above the fifty millions of subsidiary coin and the coin in circula- 
tion on the Pacific slope, then, for the Secretary to gather up fifty mil- 
lions of that and put it in the vaults of the Treasury, no more helps re- 
sumption than a man enriches himself by taking money ftom one pocket 
and putting it into another. You are increasing the bonded debt, but 
how in any i>os8ible way the maintenance of resumption, or its final 
accomplishment, is aided by that process I am unable to see. It makes 
no difference whatever whether there are one hundred millions in the 
Treasury and fifty millions in the vaults of the banks to start with, or 
whether the whole hundred and fifty millions of coin is in the Treasury 
and nothing in the vaults of the banks. The banks furnishing the coin 
to the Treasury to lie there through the summer months drawing interest, 
will keep larger reserves in greenbacks, and, after January next, present 
greenbacks and draw their coin. But how such a loan can possibly aid 
resumption I am unable to see. If the coin comes from abroad of course 
that is another thing. 

Mr. Haetzbll. Without the aid of the national banks, the Secretary's 
attempt at resumption would be utterly futile, would it not ? 

Mr. Waenee. Yes. If the banks should operate against him, his 
efforts would fail quicker than with their co-operation. But I take the 
position that it is absolutely impossible to maintain six hundred and 
fifty millions of convertible paper in circulation in the United States by 
any co-operation of the banks and the Treasury. 

Mr. Haetzell. The Secretary says that he has nothing to do with 
the banks, and that they must take care of themselves. 

Mr. Waenee. They will undoubtedly take cAre of themselves; but 
he famishes the instrumentality. 

The Ohaieman. The Secretary will have twenty-five millions of silver 
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in the Treasary at that time. If he offers it to the banks, they will not 
-want to take it for their legal-tender notes. Will he not be able to keep 
up this balance by the nse of silver, and will it not be his dnty to do so 
as being a cheaper metal ! 

Mr. Wabneb. Only for a short time, I take it. If there are twenty- 
five millions of silver, and if back of that is the gold, it would be very 
easy for the bauks to combine and distribute that amoant of silver, and 
then reach the gold that is behind it. Moreover, twenty-five millions 
of silver would be taken up by the country in pocket pieces. 

Mr. EwiNG. It would be taken up because silver certificates can be 
used to pay customs. 

Mr. Wabner. Yes, sir ; for that reason also. 

Mr. EwiNa. The Comptroller of the Currency states the amount of de- 
posits in the national. State, savings, and other banks, at twenty-two hun- 
dred and twenty millions. Add to that amount the currency, six hundred 
and fifty millions, making twenty-two hundred and seventy millions of 
coin demand. Must not the Treasury Department respond in the end 
to the whole of that demand for gold and silver, if the holders prefer 
gold and silver to paper ? 

Mr. Wabneb. Yes, to the extent that they do so; but I think that 
is all covered in this. Our circulation, when made convertible, will be 
just so much coin and so much paper as will be determined by the laws 
of trade. The people, through their deposits, will take so much of it in 
coin and so much in paper; and the whole problem, it seems to me, is 
involved right in that. If the whole circulation is suflftcient to take care 
of deposits, that is of discounts, which are the principal source of deposits, 
and not excessive, then, when the circulation is made convertible, it 
will still be adequate for deposits. The whole question is one of pro- 
portion of coin to paper in the circulation. 

Mr. EwiNG. And the coin must come from the Treasury ? 

Mr. Wabneb. The whole of it except what the banks may chance to 
have at the time. 

Mr. Eahes. Under what obligation is the government to pay other 
than its own debt ! 

Mr. Wabneb. It has no other obligation. But if it reissues its paper, 
the power to repeat the demand on the Treasury for coin is renewed just 
as often as it is reissued. 

Mr. Eames. As far as the legal-tender notes are concerned, the extent 
of the obligation of the United States is about three hundred and fifty 
million dollars, is it not ? I mean to say that the United States govern- 
ment is under no obligation whatever in regard to national-bank notes, 
deposits, or anything else. 

Mr. Wabneb. No, sir ; but this will be the result ; If, out of a total 
currency of seven hundred and fifty millions, three hundred and fifty 
millions of it is coin and the balance is retained as paper, then what 
paper is retained as currency will certainly be national- bank paper, and 
the paper retired will be the greenbacks, and the government must pro- 
vide the coin for taking up the greenbacks, and in doing so will provide 
the coin for circulation and for the bank reserves. 

The committee took a recess for an hour. 



Washington, D. C, April 23, 1878. 
A. J. Wabneb recalled. 

Mr. EwiNG. What do you think has been the effect of the resumption 
law upon the industries and productions of the country ! 
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Mr, Warner. I think the eflFect has been to greatly lessen the total 
production of the country, and greatly to lessen, if not to stop altogether, 
the increase of national wealth. It may not be easy to determine the 
amount of the loss with any close approximation to correctness, and yet 
there are data which afiford, I think, some fair grounds upon which an 
estimate may be based. 

But first I will state what 1 have found in my experience to be the 
effect of the diminution of the volume of money under the resumption 
act, and the consequent increase in value, upon the industries of the 
country, and apon business generally. A thousand, ten thousand, or a 
million dollars, or any other sum of money, locked up in the vaults of a 
• bank, or for that matter buried in the earth, four years ago, when con- 
traction of the money volume began, and now dug up and invested (tak- 
ing the average of the value of property in the country, at least in the 
State of Ohio), will buy more than twice as much as it would have 
bought when it was buried; that is, money has grown, as it were, not 
by use or by the accumulation of interest, but through increased pur- 
chasing power given to it by legislation, contracting the volume and in- 
creasing thereby the value of the money reoaaining. 

Mr. BwiNG. You speak of this as an effect of the resumption law. 

Mr. Warner, Yes. I speak of the operation of the resumption law 
and other monetary legislation. If the same sum of money, instead of 
being buried 'in the ground or kept from use in any other way, had been 
invested in property at the time it was buried, or had been employed 
an^r time since in sustaining industries, the consequence would have 
been that half of it would have been lost. It is plain enough, therefore, 
to see that that road leads directly to bankruptcy for those who con- 
tinue to employ money in sustaining industries. The operation may be 
more particularly explained in this way : Manufacturing establishments, 
such as mills^ factories, furnaces, &c., where capital is gathered .in large 
amounts for the erection of such establishments and for machinery, 
tools, &c., designed for reproduction, necessarily produce from month to 
month beyond the orders they receive. If they did not, they would 
find themselves, part of the time, out of work, and would not be ready 
to answer immediate demands. The cost of producing the goods any 
establishment turns out is estimated from the cost of the raw material 
at a given time, the cost of labor, &c., and manufacturers calculate 
upon a given market price for their commodities and upon given profits. 
But they find that as money increases in value other things decline. 
The meaning of Increase in the value of money is that it will buy more, 
or that goods have fallen. They find, therefore, at the end of the month, 
or of two or three months, that their productions in excess of immedi- 
ate consumption — using the word consumption in the economic sense — 
are worth less than they cost them. They then make a new calculation ; 
they find that raw material has fallen, and they cut down the wages of 
labor and try again, thinking that, having cut down to the new level, 
they may safely go on again ; and they go on for a time producing as 
before. The same thing occurs over again. The product of their in- 
vested capital and the wage-fund they had to provide have yielded only 
loss. The commodities they produced have fallen again as money has 
continued to rise, and they find further loss as the result of their opera- 
tions. They either go over the same ground, perhaps making half-time, 
or they suspend entirely. And. the suspension of operations by fac- 
tories, mills, furnaces, &c., where tools and machinery become necessary 
supplements to the hands of man, involves, of course, the idleness of 
labor. Only the most favored establishments in the various industries 
live at all, and none escape loss. 
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Now, the relation that labor, in point of value, bears to productive 
capital has been variously estimated. According to the Census Report 
of 1870, the total capital invested in manufacturing, mining, and fish- 
eries is only twenty-one hundred and eighteen millions of dollars — ^leav- 
ing off the thousands — or about $1,000 capital to a laborer; but the 
superintendent of the census, remarking upon the difficulty of obtaining 
correct reports of capital invested in the various industries, observes ; 
"This sum is probably not one-fourth the amount actually contributing 
to the gross product.'' 

Pursuing another line of inquiry, and taking such industries as I have 
had some acquaintance with, I have found that the different kinds of 
industries vary very considerably as to the amounts of capital invested 
to a laboreremployed. Certain classes of manufacturing industries have 
less capital in the form of real estate, machinery, &c., or as a wage-fund, 
than others. The proportionate amount of capital, in the form of real 
estate, machinery, tools, wage-fund, &c., to a laborer will vary from 
$1,000 to $4,000. Wood-working establishments have less capital in 
proportion to labor than the iron industries; but from two to three 
thousand dollars, in the various forms, to a laborer, will probably be 
within safe limits. 

The number of hands employed in manufacturing in 1870 was 
2,053,996; wages paid, $775,584,343. The gross product of all the 
capital and labor employed in manufacturing, mining, and fisheries, for 
that year, as given in the Census Report, was $4,232,325,442. Suppos- 
ing the total capital invested in manufacturing and mining to be thrfie 
times that given in the Census Report, it will approximate the estimate 
before given of $2,000 to $3,000 of capital to a man. The value of farm 
products, including betterments of stock, &c., was $2,447,538,656, or a 
gross total of products for that year, as measured in the currency as it 
then stood, of $6,679,864,098. The average production per man for 
capital invested in manufacturing was $2,115. Tbe average wages 
paid, according to the figures of the census, was but a little over $400 
per individual for all classes employed. 

Now, we may reason either way — that is, take a given amount of 
capital as idle and determine from that the number of laborers idle and 
the loss of production in consequence ; or assuming a given number of 
laborers to be idle, we have a given amount of idle capital, and from 
that we may derive the loss. It is proper to say, in this connection, 
that in this estimate of capital employed in reproduction, there is no 
account taken of the productions which are the result of workmen who 
employ their own capital or such as work at their respective trades as 
day -laborers or in their own shops, &c. 

Mr. EwiNa. The larger establishments only are taken into account? 

Mr. Warner. The larger establishments only ; and if we assume 
that $3,000 of capital are invested for every laborer employed in manu- 
facturing establishments, and assume that one-third of the capital so 
employed is idle, which I do not think is an overestimate, then we have 
about three-quarters of a million of men, on the average, forced into 
idleness because of the enforced idleness of capital. Allowing $2,000 
as the value of the gross annual product of one laborer and the capital 
employed with him, which is less than the average in 1870, and we have 
a direct loss, resulting from forced suspension of capital and the enforced 
idleness of labor of $1,500,000^00, in. the manufacturing and mining 
industries alone. But even here there is a further permanent loss in the 
rapid decay of this kind of capital. Moreover, such establishments, 
when forced into liquidation, are often in a large degree a final loss. 
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It is generally estimated that a larger namber of laborers than I have 
given are idle, and if we take into account the large namber that work 
independently as day-laborers or on repair- work and in their own shops, • 
and take into the estimate those who work bat part time, I doubt not 
the namber of those who are idle, or the average namber of idle days, 
will be largely increased, and that the loss to the nation is actually 
greater than the foregoing figures make it. This does not include any 
loss in agriculture. I have not supposed there was any enforced idle- 
ness there. That department wouli be the last to feel the pressure, and 
for the past two years good crops and foreign demand growing out of 
war has kept up this industry. 

The reason why labor is forced into idleness when capital is idle is 
very apparent. Labor and capital, as modern industries are carried on, 
are so combined, that capital cannot be employed without labor nor 
labor without capital ; a machine cannot be used without a man to run 
it, and vice versa. When the machine is idle the man cannot be em- 
ployed, partly because he has learned nothing else and partly because 
almost nothing is done without a machine. If his occupation is to weave 
cloth with a loom he can weave only with his loom, by the power of steam 
or water; he cannot go out by himself and set up a loorti of his own. He 
cannot live by making cloth by hand. A boy who has learned to tend 
a nail-machine must stop work when the machine stops ; he cannot 
make nails without it ; he cannot go out and make nails in the old way; 
he has never learned such work, and could not live by it if he had; 
making nails with a machine is his trade. The capitalist owns the 
machine, he owns his hands; and, so far as his work goes, the machine 
is as much a necessary x)art in the production of nails as his hands are, 
and even if he should undertake to learn something else, he will find 
that the same cause that operated to throw him out of that particular 
employment has turned others out of other employments, and there is no 
room for him. All trades are alike overfull when prices are falling. If 
he turns to the country, hoping for relief on some farm, he finds that im- 
proved machinery has kept pace with agricultural wants, and although 
there is less enforced idleness in agriculture than elsewhere, neverthe- 
less there is not room on farms for the many forced out of other depart- 
ments of labor, and owning no land himself, and having nothing with 
which to buy any, he finds little relief. Therefore, when capital is forced 
into idleness, labor is necessarily idle with it, and that without any fault 
of the laborer ; while his own wants, and, albeit, that of his family too, 
continue all the same. 

And this, I charge, is the direct and natural consequence of the ap- 
preciation of money under the resumption act and the act demonetizing 
silver and other legislation which, diminishing the volume of money, 
has increaseil its value. 

That increase going on from year to year in the value of monev, and 
decrease in the value of everything but money and investments that 
share the enhancement of money, has made it certain that, if employed 
in production, some part of the capital so employed would be lost. 
Money put in with capital in other forms as a wage-fund, is almost cer- 
tain, under such a monetary policy, to be lost. 

It therefore follows, as a consequence of this legislation, that it is 
profitable to bury money in the earth, and hazardous to employ it in 
producing wealth. It is the buried talent that, under such a policy, 
secures the reward. 

The same cause is operative in other countries, though to a less ex- 
tent, and produces like results. The appreciation of money, effected by 
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legislation, is cause safficient to accoant for the depressed state of trade 
in other oonntries as well as oar own. The false and mischievous the- 
ory of " overproduction ^ was long since exploded, and " want of confi- 
dence" explains nothing. The difiPerence between an increasing and 
decreasing volume of money for a country growing in population and 
wants is incalculable. Hume was right, and Alexander Baring right in 
quoting him to the parliamentary commission of 1819. In no other 
question has mankind a greater interest. 

As to the extent of the loss to the country through non-production, 
if we take the figures before given, of $3,000 capital, on the average, to 
a laborer, and take $2,000 as the value of the products of this capital 
and labor combined for a year, then with 750,000 laborers idle we have 
the enormous sum of $1,500,000,000 as the loss of wealth to the nation 
from non-production in a single year. Or if we count that a million 
men are idle, which is much less than the usual estimate, then the loss 
would be $2,000,000,000 (a million of men, in 1870, produced more than 
$2,000,000,000), which is more than double the net savings of the nation 
in the most prosperous years. At $1,500,000,000 we have for four 
years a loss of $0,000,000,000, or with $2,000,000,000 a year a loss of 
$8,000,000,000, since the passage of the resumption act. If our produc- 
tions had been two thousand millions more each year, probably one-half 
of that would have been consumed in better living by laborers and 
others whose living has been reduced to the barest necessities, and the 
rest would have remained as so much permanent addition to the wealth 
of the nation ; and the country is less able, by the amount of this les- 
sened production, whatever it may be, to pay its debts than it would 
be with it as an addition to its present wealth. On the other hand, the 
burden of debts has been increased by the whole amount of the appre- 
ciation money has undergone. That is, the debt burden has increased 
by the appreciation of money, while the ability to pay has been lessened 
by diminished wealth. 

Mr. EwiNG. Have you taken into account the loss from idleness of 
laborers not connected with the large establishments ! 

Mr. Waeneb. Not in these estimates. The loss by only partial em- 
ployment of that class of mechanics and laborers not connected with 
established industries, such as carpenters who work about, maintaining, 
keeping in repair, and producing on their own account, has been cer* 
tainly considerable, probably as much as one fourth of the whole amount 
of such labor; but as to the value of their products, 1 know of no relia- 
ble statistics covering the subject. 

If you extend the investigation from manufacturing and mining to 
agriculture, the loss there, I take it, has been very slight, if anything. 
This industry, at least for the last two years, partly in consequence of 
foreign demand for breadstuffs, occasioned by the war in Europe, has 
kept employed the usual number of laborers. Besides, a given amount 
of labor in the field of agriculture will produce a graat deal more one 
season than it will in another. On the whole, therefore, I think a loss 
of $1,500,000,000 to $2,000,000,000 per annum, since 1873, through non- 
production, as a consequence of a continued increase in the value of 
money, would not be an overestimate. 

This sum, as I have said, is considerably more than has been the 
average annual savings of the nation. By that I mean to say this : If, 
in 1870, the gross production of the United States was $6,200,000,000, 
the cost of keeping up the pre-existing wealth of the country, the cost 
of maintaining the population being deducted, then the residue would 
be national profit or net gain. 
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Mr. Ewma. Mr. Wells put it at between seven and eight hundred 
millions per annum. 

Mr. Waeneb. I believe those are his figures. Probably in no one 
year has the nation reached a net saving of the lowest estimate of loss, 
or $1,500,000,000, and on an average not much beyond half of that 
amount. 

If this reasoning be correct, then we have not only had no net savings 
since 1873, but have been actually consuming some part of previously 
accumulated wealth. 

Mr. EwiNG. Living on our own capital ? 

Mr. Warneb. Yes, sir; living on our preexisting capital. And that 
involves another consideration, which is worthy to be noticed. That is, 
that the large increase in the value of money, or, as we may call it, the 
gain to holders of money and public securities that share the enhance- 
ment of money (which gain has been very large for that class), there 
being no net national gain frooi which to derive this increase, must 
necessarily measure a corresponding loss to another class. Therefore 
the net result of legislation increasing the value of money may be 
summed up thus: A contraction of the currency volume of $85,000,000 
has cost us in loss of production from six to eight thousand millions of 
dollars, and in loss of national wealth say one-half to two-thirds of that 
amount; because if the million or more of idle laborers could have pro- 
duced more, they would have consumed more, and the whole difference 
would not have been net savings. There is a further loss, not measured 
in money — loss from demoralization of labor, the increase of crime, and 
the deterioration which idleness engenders — but it is by no means with- 
out its significance. 

Mr. EwiNa. You commence with 1873, but attribute this loss wholly 
to finance legislation. 

Mr. Warner. Yes, sir. 

Mr. EwiNa. I wish you would explain your reason for that. 

Mr. Warner. I commence with 1873 because, notwithstanding there 
was heavy contraction in various ways, rather of an indirect than a 
direct nature, prices and the value of money previous to that year were 
pretty generally sustained by credit, and especially by a very large in- 
flow into this country of floating capital in various forms, which came 
here in exchange for bonds and other forms of indebtedness that we 
sent abroad. I think this inflow of foreign capital was one of the prin- 
cipal causes of the maintenance of prices up to the period of the panic; 
and this is a consideration which I think has been rather lost sight of. 
This capital supplied the place of other forms of credit that had been 
made use of as money, as that was withdrawn, and sustained prices and 
business. 

Mr. EwiNa. When you speak of other forms of credit used in lieu of 
money you refer, I suppose, to the interest-bearing legal-tender notes 
of the government f 

Mr. Warner. Yes, sir ; such as the demand notes, certificates, tem- 
porary interest-bearing bonds, compound-interest notes, &c. 

Mr. EwiNG. All of which performed to some extent the office of cur- 
rency I 

Mr. Warner. Undoubtedly ; and helped to sustain prices, though 
not to the full extent that the same volume of actual money would have 
sustained them. Nor do I wish to be understood as advancing the 
opinion that foreign floating capital made up entirely for the government 
currency retired ; but, I think, it was the chief reason why prices did 
not fall before. 
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Mr. EwiNa. Because they were in use sometimes as investment and 
sometimes as currency f 

Mr. Wabnee. Yes, sir. I would draw a distinction between the 
eflfect of money and the eflfect of credit on prices. I would admit as 
coming within the true definition of money, metallic money and paper, 
whether bank-notes or government issues ; anything that has general 
acceptance in the final discharge of obligations; and I make this dis- 
tinction between money which has general acceptance in the payment 
of all obligations, and mere instruments of credit, and substitutes for 
money, which, while they may discharge obligations, have no such gen- 
eral acceptance, and which, while in some degree they take the place of 
money, nevertheless pass as such only within a limited sphere, or be- 
tween few individuals, or in restricted channels, and are not generally 
accepted as final payment. In other words, money proper may be said 
to exert a constant pressure in maintaining prices^ a pressure that is 
unintermitting, and acting in all directions. While substitutes for 
money — forms of credit that may largely supplement aud take the place 
of money, are intermittent in their effect upon prices, and exercise, I 
conceive, a much less force than money proper. These substitutes for 
money, these forms of credit, and credit itself, while they may and 4o 
largely at times supplement the volume of money, at the same time owe 
their stability aud efficacy to the quantity and stability of the volume 
of money upon which they depend. 

Mr. EwiNa. To what extent do you attribute to the resumption law 
this loss, so far as it has occurred since the passage of that law ! 

Mr. Warneb. I regard the resumption policy, coupled with silver 
demonetization in this and other countries, as the sole cause of the loss 
in production and the depressed condition of trade since 1874. In my 
view, this condition is the direct and necessary consequence of these 
acts. It is what would be expected to follow a priori from settled prin- 
ciples of monetary science. From like legislation in future like results 
must flow, whether such legislation be enacted ten, fifty, or a hundred 
years hence. Always, legislation that causes money to appreciate in 
value, causes other things to decline, and makes it profitable to hoard 
money for the growth it makes, and correspondingly unprofitable to use 
it, and this must always be so. Money is the life-blood of industry, and 
when it increases without use, then it leaves the veins and arteries of 
trade, and gathers in money centers, while industries are left to die out 
of syncope. 

Mr. EwiNa. Supposing that silver had not been demonetized, and 
the resumption law had not been passed, how much of this loss would 
have occurred since 1875, from causes other than those of which you 
have spoken ? 

Mr. Wabner. With the cessation of the inflow of foreign capital, and 
with the other causes culminating in the panic there would have been 
a temporary check ; but if there had been no subsequent adverse legis- 
lation, that is, if the resumption act had not been passed nor silver de- 
monetized, I do not think we would have sustained altogether more than 
a half year's loss, instead of the four years of loss which we have now 
sustained. Indeed I believe that the effect due to the panic had been 
mainly dissipated before the middle of 1874, and that the subsequent 
decline of business has come from the reduction in the quantity of 
money and increase in its value that has followed the resumption and 
silver-demonetization acts. 

Mr. Ewii^a. Mr. Sherman, in his statement to the committee, attributed 
the mischiefs which we have suffered since 1873 to the fluctuations of 
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the currency, arising from its not being redeemable in coin — ^he called it 
inflation — but at the same time said that we woald have a larger volume 
af currency as soon as we reached resumption, and that that would be 
healthy inflation. 

Mr. Wabneb. The assumption that our currency has fluctuated in 
value since 1873 is one which I cannot accept as being a correct de- 
duction from known facts, or as in accordance with known principles of 
monetary science. 

Mr. EwiNa. On the contrary, it has steadily increased in value. 

Mr. Wabneb. It has not ^^ fluctuated," it has steadily increased in 
value as its quantity has been lessened. Not only has our paper cur- 
rency increased in value toward the level of gold, but the value of gold 
itself, in consequence of silver demonetization and in consequence, too, 
of the withdrawal of paper from use, not only in this but in other countries, 
has risen very considerably as compared with commodities generally. 
When there has been a general fall in prices as compared with gold, it 
would be more correct to say gold had risen, as John Locke two hundred 
years ago said (I may not give his exact words, but nearly) : ^^ When 
the same quantity of money is passing up and down the kingdom in 
trade, then any variation in price between commodities, one with another, 
is truly a variation in the commodities themselves, but when you change 
the quantity of money that measures the value of the commodities 
then the alteration is in the money and not in the commodities." I re- 
gard that as a true statement of the fact, and one entirely consistent 
with the principles of economic science. Hence, I do not think it can 
be properly said that there has been a ^< fluctuation " in currency when 
there has been a steady rise ; and that rise will go on as long as the 
quantity of money as compared with the quantity of commodities, and 
transactions is lessened. An inconvertible money can be made to fluc- 
tuate only by increasing and decreasing its quantity in a ratio different 
from the increase and decrease of commodities and transactions. 

Mr. EwiNG. Eeferring now to your data as to unemployed laborers, 
it seems to me that they indicate a much smaller number of the unem- 
ployed than is shown in fact. 

Mr. Wabneb. I know it is below that generally made, and I think it 
under rather than over ; but results multiply so fast that I have felt con- 
strained not to risk much outside of authenticated data. 

So great would be the loss upon the general estimate of three mill- 
ions of laborers idle, with a proportionate amount of capital in suspen- 
sion, that it almost staggers one, and yet I should be quite ready to 
expect, if all the facts could be known, that the total loss was in excess 
of, rather than within, the limit I have given. That is to say, taking 
$6,200,000,000 as the value of the gross products of the country in 1870, 
and allowing that in a healthy condition of trade the rate of increase 
would have been as great on the average as in the decade preceding 
1870, we ought to have a gross production of nearly $8,000,000,000 for 
1877, measured in the money of 1870. If it does not reach $6,000,000,000 
measured by that scale, or say $4,800,000,000 measured by the money of 
to-day, then the loss has been greater than I have given. If the surplus 
in agricultural products, due largely to the season, be deducted, then it 
could be shown, I think, that we have not produced commodities worth, 
in our present currency, $4,800,000,000, and if not, then the loss from 
idleness of labor and depressed business was more than $2,000,000,000 in 
1877. Indeed I am ready to admit that, so far as I have seen statis- 
tics, data are wanting to establish a gross production for 1877 of even 
$4,000,000,000. This sum, and more than this, would be required to 
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maintain pre-existing accnmulations and support the popalation, some 
part of which would find then bat meager support. 

Mr. EwiNa. What estimate have you of the amount of debts in the 
United States of all kinds, public and private t 

Mr. Wabneb. The public indebtedness, national, State, and munici- 
pal, is somewhere between four and five thousand millions. As to cor- 
porate indebtedness, there has been a good deal of that practically 
wiped out in the last three or four years through insolvency, but in 
1875 it was probably not much less than the whole public debt. The 
indebtedness of railroads in 1875 was about $2,500,000,0(K>. Perhaps 
$1,000,000,000 will cover other corporate indebtedness, not including 
banks. 

Mr. EwiNa. Now as to private indebtedness. 

Mr. Warner. Private indebtedness secured by mortgages was over 
$2,000,000,000 in 1876. It has increased since, and if to this be added 
loans made on personal securities, the total would hardly fall below the 
public or corporate indebtedness. 

Mr. EwiNa. You would make the aggregate, then, about what ? 

Mr. Warner. The aggregate would range from ten to twelve thou- 
Band millions ; that is, more or less permanent. 

Mr. BwiNG. State what has been the effect of this resumption law 
upon the debtors. 

Mr. Warner. The effect upon the debtors of the country, especially 
those debts created on the basis of a full volume of money consisting of 
gold, silver, and paper, as it existed in 1874, has been, of course, to 
double, and, as compared with many kinds of property, to more than 
double, the value of money and the burden of debts as compared with 
the means of paying them. So that practically, taking the State of Ohio 
by way of illustration, more than twice as much property, on the aver- 
age, is required to pay a debt now as would have been required at the 
time the debt was created ; that is, there has been, in effect, a change 
in the measure since many of these debts were created amounting to 50 
per cent, or more. The debt was created according to one scale, and 
the effect of legislation has been to apply to property taken in payment 
another and enlarged scale. 

Mr. EwiNa. So much for individual debtors. Now, what is the effect 
as to these corporate debts 1 

Mr. Warner. The effect, practically, is the same, except, perhaps, in 
the case of railroads. The effect on railroads has been not only to in- 
crease the burden of the debts, but the continued increase in the value 
of money has operated to cut down their business very largely, and to 
lessen their earning power; and hence a very large number of the rail- 
roads of the country are bankrupt, and more must become bankrupt if 
the present monetary policy is continued one or two years more. 

Mr. EwiNa. State the effect upon the tax-payers. 

Mr. Warner. The effect upon the tax-payers is the same. The num- 
ber of dollars required for taxes remains about the same, both for pub- 
lic expenditures and interest on public debt ; for expenditures have not 
been cut down ; but it takes twice as much property, twice as much 
labor, or the products of labor, to pay the same number of dollars of 
taxes. Then, again, the amount of taxable property becomes less each 
year as the shrinkage goes on. In my own town there has been a reduc- 
tion in the personal property of about 40 per cent, since 1873, and if a 
reappraisement were to be made of real estate, that would be reduced in 
about the same proportion. The result is, the legal limit placed on taxes 
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will not permit a soflScient sum to be raised to pay necessary expenses 
and interest on the municipal debt. 

The same increase of debt burden is felt in the payment of the pablic 
debt. It is not merely a change in the value of paper money, but gold 
prices have changed nearly as much. For instance, if we suppose the 
interest oil our debt held abroad in 1873 to have been a hundred 
millions, and to have been paid entirely by the exportafion of cotton, 
it would have taken in that year (taking the Liverpool price at lOJ 
pence for the best grade, or, say, 21 cents at New York) about one mill- 
ion and sixty-six bales to have paid that entire interest ; but in 1877 
(last year), it would have taken to pay the same interest, at the prices 
then ruling for cotton, about eight hundred thousand more bales, or one 
million eight hundred and sixty-six thousand bales. 

Again, it is estimated by Mr. David A. Wells that the total taxes 
paid in 1870 in the United States amounted to $750,000,000. If the 
taxes for that year had all been paid by the sale of cotton, it would 
have taken about eight millions of bales, but at the price now ruling, 
or ruling in 1877, it would take fourteen millions of bales. Taking pig- 
iron and comparing in the same way, it would have taken in 1873, at 
the prices then ruling, about twenty-eight millions of tons ; it would 
take now over fifty millions of tons, or nearly one hundred per cent, 
more. 

Mr. EwiNa. That is, taking the New York price. 

Mr. Warnbe. Yes ; I take the New York price. 

Mr. EwiNG. What do you anticipate is to be the injury to our indus- 
tries in the future from the execution of this resumption law ? 

Mr. Wabneb. If the resumption law is to be executed, and resump- 
tion is to be actually accomplished, and coin is to be substituted for the 
paper currency now in use, as I have explained, to the extent the peo- 
ple may prefer coin, I can foresee no other result than that of a contin- 
uance of the present state of affairs — that is, a continued increase in 
the value of money and decline in prices until the end is reached by 
establishing a state of equilibrium between coin and paper, with the 
possibility, moreover, of convulsions. For I repeat that to destroy 
two or three hundred millions of the paper money now in use and buy 
coin from other countries to take its place can have no different effect 
on prices and business from that produced by sinking in the ocean so 
much coin, if that were now our currency, and buying more coin from 
other countries to take its place. To appreciate better the necessary 
effect here, consider what would be the effect in England of annihilating 
three hundred millions of her gold and buying with commodities, or 
with bonds, as much more from other countries to take its place. The 
two operations would be perfectly analogous. 

The state of the public mind must be considered, too. I think that any 
one who mingles much with the people of the country, and especially 
in the West, finds that a deep sense of wrong pervades the country, and 
is increasing in intensity ; a feeling that the interests of a large class 
have been disastrously affected by monetary legislation, enabling another 
class, whose wealth is in money and such securities as share the en- 
hancement of money, to derive enormous increase — an increase which 
necessarily (there being no net national gains from which to derive it) 
measures a corresponding loss to another class. I think it is very evi- 
dent that that feeling is not only increasing in intensity, but is becom- 
ing more widespread. 

Mr. Ewma. Through how long a period would you expect that these 
low prices would continue if the resumption scheme is attempted ? 
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Mr. Wabnbb. Well Jadging from the experience of Eogland, I should 
expect it woald take from eighteen months to two years after resump- 
tion has begun to reach a state of equilibrium in the currency, and if an 
adverse balance of trade, arising from failure of crops or any other cause, 
or if the interest on bonds hdd abroad, or a special demand for the 
precious metals from any other cause, should drain away a part of our 
coin, then the time would not only be prolonged but the effort itself 
must fail. It is very unsafe to rely on such harvests every year as we 
had last year. We are as likely to have 75,000,000 bushels of wheat 
below an average as above, and such a year is as likely to come next 
year as any time. We do not, on the average, have five years in*a 
century like 1877. I should look, however, for a temporary reaction 
upon the initiation of resumption. When it beginsand coin is first paid 
out, the tendency will be to relieve currency that has been kept from 
circulation. The belief that now seems to possess the country, that the 
equalization of paper and coin is the accomplishment of resumption, may 
also lead, for the time being, to the investment of money on the suppo- 
sition that the end has been reached. But when it is found that the 
accomplishment of resumption involves a change in a part of the cur- 
rency from coin to paper, leading, probably, to an early adverse balance 
of trade, then I should look for a more rapid reaction in the other direc- 
tion, with, very probably, convulsions. 

Mr. EwiNG. You state that you do not believe resumption to be prac- 
ticable ; that is, you think the Secretary will break down. 

Mr. Wabneb. I recur to my general proposition that neither the Sec- 
retary nor the Secretary and the banks together, by any co-operation 
between them, can possibly maintain the present volume of paper in 
circulation and make it readily and easily convertible. It is absurd to 
propose to have all the currency paper and still make it convertibte, and 
that is about what seems to be expected. If the Secretary and the banks 
have only to look to their reserves, and if with $150,000,000 of coin re- 
serves they can float $650,000,000 of paper, then on the same principle 
with $350,000,000 of reserves they could float $1,300,000,000 of paper. It 
is absurd. They must look beyond the reserves to the state of the whole 
circulation and know that when paper is made convertible that there is 
a limit to the total volume of currency that will stay in the country. I 
have no hesitancy in saying that such an undertaking will sooner or 
later break down, and the fear is that it may break the country down too. 
I believe, at the same time, it is possible for the Secretary to accom- 
plish resumption, and for a time, perhaps a number of years, maintain 
it, but only by retiring the paper; and what that involves to the country 
I have stated. 

Mr. EwiNa. What do you call resumption! 

Mr. Wabnbb. By resumption, as I think the Secretary will have to 
practice it, I mean redeeming the paper as presented. The Secretasy 
may also buy greenbacks with bonds and burn them up. If he destroys 
all the greenbacks presented the coin paid out will doubtless remain in 
circulation, and coin will also come in from abroad if there is any 
vacuum, unless national-bank issues are extended. You can accomplish 
resumption in that way and maintain it until the balance of trade, or 
our debt abroad, or convulsion, panic, bad harvests, or other adverse 
conditions turn things against us. The maintenance of convertibility 
of paper will always depend more on the quantity of paper than on the 
coin reserves. But if, as suggested in the question of Mr. Eames, the 
paper be kept out, by bringing its legal-tender power into operation, or 
by otherwise preventing free convertibility, then, I repeat, the coin will 
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be driven away ; because if the channels of circulation are already full, 
no more currency, if convertible, will remain here. 

Mr. EwiNa. How is it possible to prevent free convertibility under a 
syvSteni of resumption? 

Mr. Warner. Resumption, of course, fails when paper is not readily 
convertible. Nevertheless, in 1862, when greenbacks were paid out, 
they were paid out as promises to pay, and kept in circulation per force 
of beinoj legal tender, and being made money ; and the same thing may 
be done over again. The banks, by combining, may undoubtedly make 
use of a certain influence against a demand for coin, as under the old 
system the banks always exerted more or less influence in that way. 

Mr. Hardenbergh. Cannot the government resume of itself without 
the national banks? 

Mr. Warner. The government can take up greenbacks with bonds, 
or buy bullion and coin it and redeem and cancel them ; but the gov- 
ernment cannot make greenbacks convertible into coin at the will of the 
holder, and then keep in circulation $350,000,000 or $300,000,000 as a 
system of currency independent of bank currency. While the national 
banking system exists, the government cannot separate its own issues 
from the issues of the banks, and separately maintain resumption. I 
think it is very plain that, first, banks will not, as they need not, look 
elsewhere but to the government for their specie, which the instru- 
mentality of th6 greenback afifords them ample facilities for doing; and, 
second, that the paper retired, in order to maintain the convertibility of 
the whole, will be the greenbacks. 

Mr. BwiNa. You said at the meeting on Monday that the repeal of 
the resumption law, or some modification equivalent to a repeal, was 
necessary. What modification do vou suggest? 

Mr. Warner. The absolute repeal is best. 

Mr. HARBENBERaH. What action do yon propose Congress should take 
whereby confidence may be so far restored as to invite capital into such 
ventures as will give employment to labor? 

Mr. Warner. First, repeal the resumption act and stop the further 
alteration in the value of money. The alteration in the value of money, 
as it has been going on for years, has been the one source of evil. Con- 
fidence is a consequence, not a cause ; it is a creature of success, and 
will return only when success in busiucKS is the rule and not the excep- 
tion. If it were known to-day that there was to be no more contraction 
of the currency, no attempt at substituting coin for paper, and no more 
hoarding of coin for that purpose, confidence would appear again and 
industrial life revive immediately. 

Hence, taking in view the present condition of affairs in the country, 
and considering the whole question practically, I should say, repeal the 
resumption act first, and limit the volume of paper money substantially 
to its present volume, and thereby preserve the equality of value be- 
tween paper and coin. It is a principle as well settled as is anything 
in monetary science, that, by limiting the quantity of paper money to 
a volume less, or not greater, than we would have of metallic money if 
there were no paper, or than would be our share of the currency of the 
world, then the paper volume would have the same value, so much coin 
would have, and would stand at a level with metallic money. It is a 
mistake to suppose that the equality of value between metallic and paper 
money can be secured in no way but by convertibility. It can be se- 
cured as well, and more certainly, by arbitrary limitation of quantity 
than by the promise of convertibility. Indeed, Peel's aet of 1844 was, 
in effect, an assertion founded upon the experience of England with 
H. Mis. 62 12 
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bank issues, that the promise of convertibility alone coald not be relied 
upon to secure equality of value of the bank-note with coin, even with 
but one issuing bank, and that closely allied to the government, aud the 
principle of arbitrary limitation was accordingly established by that act 
to secure convertibility The same principle, with an elastic margin or 
limitation, has been incorporated into the German system. 1 cannot 
think, therefore, that an economist or statesman could be found in Eu- 
rope who would stand by a proposition to maintain the equality of value 
between paper and coin by the promise of convertibility alone, with 
two thousand or more independent issuing banks. It has failed in other 
countries. It has periodically failed here. No other country, except 
Scotland— if that be an exception — relies upon the principle of con ert- 
ibility, or rather the promise of convertibility, alone to secure equality 
of value. We have many times passed through Lord Overstone's cycle 
in this country, relying up)oii the promise of convertibility of independ- 
ent banks, and I see no reason to believe the principle will work differ- 
ently in the future. By limitation of the quantity of the paper to a 
volume not greater, as 1 have shown, than wouhl be our distributive 
share of the money of the world, and its value is at once secured. With 
this principle in force the currency would now stand, say, $650^000,000 
of paper, $50,000,000 of subsidiary coin ; with, say, $50,000,000 on the 
Pacitic slope, aud elsewhere in hoards, and then if the channels were 
not filled to the level of the currency of the world, coin would come in 
to fill up the vacuum. 

If the restriction on the quantity of silver were removed and paper 
limited to the present volume, then coin would now flow into the coun- 
try. The fact that silver bullion is at a discount now as compared with 
paper affords abundant proof of this proposition ; on the other hand, if 
the government continues to buy silver bullion, and to coin it s^'ter the 
bullion and coin are at par, then silver coin will leave the country. Or, to 
state in a sentence my proposition ; limit paper to its present volume, 
until some safe principle for regulating issues of paper can be adopted, 
remove the restriction on «alver coinage, and with the doors full open to 
. both the precious metalS) if we need more money get it from the precious 
metals, precisely the same as If all our money were coin now and we 
wanted more. This will stop contraction and the further alteration in 
the value of money ; will wrong not a being, while the policy of further 
contraction involved in the resumption scheme, aud the substitution of 
coin for paper, cannot otherwise than work yet infinite wrong to multi- 
tudes of people. 

Then the whole currency, paper and coin, would vary precisely as 
though it all consisted of gold and silver. Now, I do not say that a me- 
tallic currency, or a currency varying precisely as a metallic currency 
would vary, best preserves stability of prices, but it certainly much bet- 
ter preserves stability than does or will a currency issued under our 
present national banking system. There would be greater flexibility 
even in a purely metallic system than our present national banking sys- 
tem affords. Under that system the flexibility of the old State bank 
issues is taken away. A given amount of currency is issued, and that 
remains outst^>nding or issued the same for all seasons of the year. Under 
the old banking system, or *' the Scotch system,'' banks adapted their cur- 
rency to the varying needs of their respective localities j they increased 
it at one season and decreased it at another, having m view only the 
probable demand on tbem for coin. That is the case with the Scotch 
system now. 
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Let me illustrate this. In CincinDati, in December, daring the pork 
season, there is an extra demand for several millions of cnrrency. With 
a purely metallic currency, it would have to be gathered up from other 
pnrts of the country or brought in from abroad. It may be wanted in 
other places, too, at the same time. The scarcity created by the 
increased use for money at that particular season, arising from an 
increased amount of products, embarrasses trade and affects prices. 
Now. under the Scotch banking system, the banks of Cincinnati, having 
in view only the probable demand that would be made upon them for 
coin, issue their notes to dealers in produce, taking in return the notes 
of the produce-dealers, on the theory that when the notes of the pro- 
duce dealers are paid to the banks they will be paid in the banks' own 
notes. If they are not, they are paid in the notes of other banks, which 
are exchanged for their own notes ; or if paid in coin, then the bank- 
note is safe. The eflPect is that that particular work is performed by 
credit instruments alone, which are created for that particular use, and 
are extinguishes! when it is done. There is a great gain in such flexi- 
bility in any money system. A purely metallic currency does not afford 
it, and that is perhaps its one defect. But much less does the present 
national banking system afford it. Under this system, if an increase of 
currency is wanted in Cincinnati, before the banks can issue it they 
must purchase bonds in the market, send them to the Treasury in Wash- 
ington, and have the notes issued ; and when the notes are once oat, 
they are out for all seasons — when they are not wanted as wen as when 
they are. Therefore, there is less flexibility, less adaptation to our 
local wants in the national banking system than there would be in a 
purely metallic currency. 

And here, taking into full consideration the present situation of 
affairs, the different views held in the different sections of the coontry, 
and the unsettled state ot the public mind, as a practical solution of the 
immediate question before the country, and one on which different 
opinions might be harmonized, I recommend and urge for the considera- 
tion of the committee, and upon Congress, the adoption of the principle 
of limitation to be applied to the volume of paper, for the preservation 
of the equality of value between paper and coin. This would, of course^ 
involve the arbitrary limitation of bank issaes. 

The ultimate question of the regulation of paper issaes, by which the 
ratio between the quantity of money and its use, or the quantity of com- 
modities and transactions, may be kept more stable than under either 
the metallic or national banking system — while perhaps the most impor- 
tant question pertaining to economic science, not only for this country 
but for the world — the country is not prepared to act upon now, and ou 
this point I am not prepared to express any opinion. 

The constant factor in the equation of currency should be the ratio 
between quantity of money and quantity of commodities and transac- 
tions. Then you have stability of prices. 

Mr. HARDEKBERaH. Would not the national prosperity be promoted 
by a complete separation of the national government from control of 
the currency and leaving it to the States! Why should not the 10 per 
cent, tax on State banks be rescinded? 

Mr. Warner. 1 would say, substitute greenbacks, or United States 
paper in some form, for national-bank notes, both because this system 
is an expense to the whole people, and a profit to a few, for which they 
have no right to ask, and which the public aie under no obligation to 
concede; and, second, because that system, as it now stands, is* so 
wanting in flexibility that it does not perform the function of a good 
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bank-of-issue system. As to a complete separation of the government 
from the States in the matter of currency, and the removal of the tax 
on State banks, that is, a returning to the policy of State control of 
banks of issue, 1 do not think public sentiment in the country would 
now favor that. There is, however, an advantage in State banks that 
the national system, as I have explained, does not possess; and t}iat is, 
flexihiliiy and adaptation to local wants; and this is an immense gain 
to a people ; an advantage, the loss of which, I am ready to admit, is 
not compensated by the uniformity of the currency gained through the 
national banking system. Flexibility and adaptation to local wants 
have been sacrificed in the national currency system to security and 
uniformity. 

Mr. EwiNG. Would you, then, fix the volume of the government 
paper money at a little below what you consider to be our distribative 
share of the money of the world, and let the coin flow in to bring it up 
to tJie level! 

Mr. Warner. Yes, sir; I think that the best practicable solution 
now attainable; but I would not lose sight of the ulterior question con- 
nected with the regulation of paper money hereafter. I deem that the 
great question ; but it is in the future, and ui)on that I am not prepared 
now to express an opinion. 

Mr. EwiNG. What would be the effect if other states of Europe were 
to demonetize silver f 

Mr. Warner. The effect would undoubtedly be, with our silver law 
as it no^ stands, to lessen the quantity of metallic money that would 
fall to us. But with the restriction on the coinage of silver removed^ 
it would probably operate to turn the flow of silver somewhat in this 
direction. 

Mr. EvviNG. Would that be to us a beneficial effect? 

Mr. Warner. I should not think it would have any adverse effect. 
The best condition, however, would be one of bimetallism, in a ratio to 
be agreed upon between the diflerent countries — either fifteen and a 
half or sixteen. Without silver, or with gold aloqe as money for the 
world, I believe all attempts at resumption, or the payment of debts 
generally, with prices at the level of gold as it would then stand, to be 
utterly impossible. The credit of the government, after private credit 
had been generally destroyed, would itself fail, and that a long ways 
short of monometallism for the world, ot for Europe and the United 
States even. All estimates of volume of money I have given are based 
upon the continued use of both metals as money throughout the world. 
The share of metallic money that would fall to us with gold alone as the 
money of the world, would be little, if any, more than half the volume 
we would have with both metals to draw from ; that is, 350 or 400 mill- 
ions instead of 750 or 800 millions. 

Mr. EwiNG. If other states of Europe demonetize silver and we had 
ftee coinage at sixteen to one, the probabilities are that our metallic cur- 
rency would be purely silver ? 

Mr. Warner. Almost certainly so. 

Mr. EwiNa. What would be the effect upon us if other states of 
Europe now using an inconvertible paper currency were to return to 
the coin standard ! 

Mr. Warner. To the extent they withdraw their paper, and call upon 
other countries for the precious metals, just to that extent will it tend 
to lessen the quantity in other countries, and in the same proportion to 
increase its value. 

If, for instance, at the same time we are hoarding coin, Italy should 
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be doing the same, coiu woald be scarcer and dearer. The hoarding by 
the governments of France and Germany at the same time two years 
ago undoubtedly affected very materially the premium on gold in this 
country. The premium was higher in this country then than it would 
have been if there had been no extra demand for hoarding in their 
treasuries by Germany and France. The rise in the premium here, ac- 
cording to our Secretary and the Comptroller of the Currency, was due 
to fluctuation in our paper currency, when there was no increase in 
quantity, and, in fact, no such fluctuation. There was a rise in the value 
of gold and a rise in the value of paper, and a fall in commodities, all 
the result of contraction. 

Mr. BwiNa. Will we not have a more stable currency by retaining at 
least our whole volume of paper money than we would have if we return 
to specie payments f 

Mr. Wabneb. I think there is no question about that at all. Our 
volume will be more stable, as I have said, with the paper limited to 
any sum less than that which would be our distributive share of the 
world's money if there was no paper, leaving a vacuum to be filled by 
the inflow of coiu — and it would be more stable than is possible under 
a state of promised convertibility with 2,000 and more independent issu- 
ing banks. 

Mr. BwiNG. Please state your views as to the bill of the Senate Com- 
mittee of Finance, amending the resumption law, and also the bill pro- 
posed by Senator Matthews, if you have examined them. 

Mr. Warner. The proposition reported by the Senate Finance Com- 
mittee, in substance to retain the present volume of money, I think is 
in the right direction, but entirely incousistent, if at the same time it 
is proposed to execute the resumption law ; and that for the reason 
already given, that it is utterly impossible to fill the channels of circu- 
latioij with paper — paper to be kept out by reissue — and then make that 
paper convertible. Eesumption in that way must be on the theory that 
when left to the choice of the people no part of the circulation would be 
coin. This, I should say, would be resumption by faith, and might as 
well be put in operation one time as another. It is plain, however, 
that if coin is paid out on top of a full circulation of paper, and is not 
allowed to displace the paper, the coin will soon leave the country 
and convertibility after a time fail. Hence, a proposition to retain all 
our paper and still go on with resumption can hardly gain general ac- 
ceptance. 

The amendment to the resumption act proposed by Senator Mat- 
thews will, no doubt, I think, operate to preserve equality in value 
between paper and coin ; and, after all, this is the great thing to be 
attained by any plan of resumption. This amendment proposes also to 
give full money i)ower to greenbacks by making them receivable for 
customs and exchangeable for four per cent, bonds. It will, in my judg- 
ment, be a great gain to permit bonds to be paid for in the currency of 
the people. Nothing will do so much to bring our debt home and dis- 
tribute it among our own people. People do not like to buy a thing to 
get which they must first change the currency they ordinarily deal in 
into another kind of money. If notes received in the Treasury for bonds 
were allowed to accumulate, there might be at times heavy contraction ; 
but if greenbacks received for four per cent, bonds are paid out in 
redemption of 6-20 bonds, contraction of the currency will not only be 
prevented, but a most desirable means of funding will be provided for. 
I do not see, however, the necessity of always maintaining intact in the 
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T^reasary fifty million dollars. I see no reason why that should not be 
drawn ;upon, if need be, for paying interest or other coin obligations. 

Kesumption, under the proposed Matthews amendment, oould, more- 
over, as well be tried now as next January. If, as the Secretary seems 
to think will be the case, the people will not take the coin, then the 
suspension limit provided for in the proposed amendment will not be 
reached, and, for that matter, more coin to start with will not help the 
case, if the paper is to be reissued ; and the difference between a lawful 
aod a forced and unexpected suspension is worthy the gravest consid- 
eration. 

Mr. BwiNa. Would not our currency, with the present volume of 
paper money inconvertible, be better than a return to specie payments, 
even though all the paper money we issue be government money t 

Mr. Warner. Decidedly so ; and I think it would be better if it were 
all government money. And at that point I am reminded of the recom- 
mendation by the eminent writer on money, thinker, and banker at the 
same time, Mr. Bicardo. On that point his recommendation, I have 
thought, was a very sound one. His proposition for England, then 
situated much as we are now, with a large debt — only England owned 
all her own debt — and with a paper currency, was, instes^ of taking 
the capital of the country to procure a gold currency, to make her cur- 
rency one of paper, and to maintain it at a level with gold bullion by 
making it exchangeable for gold bullion only in sums of — my recollec- 
tion is 1,000 ounces. 

Mr. EwiNG. Was it his idea that the whole volume of currency should 
be paper f 

Mr. Warner. Yes, sir; that the circulation should be paper. 

Mr. BwiNa. The whole of it ! 

Mr. Warner. Yes ; that the whole of it should be paper, but paper 
maintained at a level with metallic money. And his mode of maintain- 
ing it was by allowing it to be exchanged in large amounts for gold 
bullion for international tratle. 

Mr. Ewma. You allude to his posthumous work f 

Mr. Warner. Yes, sir ; to an essay published after his death. The 
proposition, indeed, was first published, I think, by Mr. Joplin, but in a 
different form, but substantially the same proposition, but elaborated 
by Mr. Bicardo. And 1 think for ns now, in the situation of the coun- 
try, so overwhelmed with debt — national, State, municipal, and indi- 
vidual — to take from our capital, which we need for productive purposes, 
to produce the things with which alone we can pay our debts, and con- 
vert it into currency — that is, use the capital to buy a currency with to 
take the place of our paper currency, would be very much like a mer- 
chant who, already very much in debt, should take from his capital in 
trade and buy a gold yard-measure to use, instead of a wooden one of 
the same length. While he made use of his gold yard-measure he would 
earn no more, his tra<le would be no greater than it was when he was 
using his wooden one. On the other hand, his capital in trade would 
be lessened by the cost of the gold measure. Of course he could recon- 
vert his gold yard-measure into capital ; but so long as he used it merely 
as a measure, he would be no better off' than he would have been If he 
had not possessed it at all. So with a nation situated as we are. If we 
convert capital into currency to take the place of a currency that we 
already have, the result will be that, while we use it only as currency, 
onr earning power will not be in the least increased, but diminished by 
the cost of the new currency. We may convert such a currency again 
into capital, as we did in 1862; but a country that is constantly con- 
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verting its currency into capital, and then capital back into currency^ 
as I have said, is constantly inaking bad bargains. 

Mr. BwiNG. Oan we, in justice to the people, the tax-payers and 
debtors, change the measure under which the debts were createil, by 
returning now to this gold standard I Is it fair to them for us to do it f 

Mr. Warner. No, sir. It can be justified on no principle of morals 
or ethics. It is bad economy, and worse in a moral point of view. If 
Congress should change by a single inch the length of the yard-measure 
or the standard bushel, the courts would undoubtedly compel adjust- 
ment of contracts according to the measure in force when contracts 
were made. But when yon change the value of money by legislation, 
50 per cent, or more, as has been the case — a change that must still 
go on, if the resumption law is executed-^there seems to be nowhere a 
remedy, except in Congress itself; but the injustice and the wrong 
remain the same. 

Mv. BwiNa. Your illustration of the gold yard-stick does not express 
the chief objection. There is this additional objection to which we have 
just referred, that of injustice to debtors and taxpayers, and the 
ttirther objection that when you get to the convertible currency, you 
will not have as good a curi*ency as you would have had if you let.it 
remain inconvertible. 

Mr. Warner. I grant that. 1 ouly used that illustration to show the 
bad economy of such a step, to show what would be the direct national 
loss in the change from paper currency in use to a metallic currency. 



Views of Mr, Henry Carey Baird, of Philadelphia. 

WASHiuaTON, D. C, April 24, 1878. 

The Chairman. Define what you understand by resumption. 

Mr. Baird. Eesumption is, to be able at all times to pay specie on 
demand for circulating notes, whether of the government or of the 
banks, as well as for the deposits of the latter. 

The Chairman. Will the government and the banks, in your opinion, 
be in that condition on the first of January next ? 

Mr. Baird. They will not be able to sustain it. If permitted, I will 
go into particulars on this point. The Treasury of the United States 
occupies a more isolated position toward its people and toward their 
business than any other treasury in the world. Its whole course has 
long been one entirely out of harmony with the people and t'leir affairs. 
The Treasury collects its revenues in money and deposits them in the 
Treasury, and pays out its expenditures in money, always keeping a 
large amount in the Treasury. There is no other treasury in the world 
belonging to a civilized people that does this. All others keep bank- 
accounts at national banks and receive and pay out checks. Take, as 
an instance, the treasury of Prance. About seventy years ago the 
French finances were established upon an entirely different system from 
that which they had previously had. There is a receiver general of 
revenues in every department. These officials receive the revenues and 
remit them to the treasury by means of chiv.ks and bills of exchange ; 
the central receiver informs his subordinate receivers as to whether he 
wants rnore or less money in Bordeaux, or in any other city, than he 
has there, and what funds he wishes sent to Paris, and transfers are 
made accordingly. The French treasury department is very much like 
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a bank, buying and selling bills of exchange and French rentes daily 
in all the departments of the republic, and the system has worked with 
immense success. The Marquis D'AudifGret, who published the 8ys- 
teme Financier de la France^ 6 vols., 8vo, 1856, was the principal official 
who was instrumental in introducing this system. He expresses the 
opinion that, working in perfect harmony with the people and with the 
mode in which they do business, it has been largely instrumental in ob- 
viating the necessity for the institution of banks. 

In !^*ance the people operate either through the credit of the govern- 
ment, or with circulating notes, or money, and very little mere bank 
credit called deposits. Transactions are almost entirely for cash. The 
result of this national financial system is, that of the revenues but from 
thirty to forty millions of francs per annum are transferred from all the 
departments of France to Paris in money, all else by bills of exchange 
and checks. The payment of the war fine to (xermany was made in 
exact accordance with this system. 

In this country, however, where we have isolated the Treasury from 
the people, we employ express companies to cart money all over the 
country, taking it away from the people and out of circulation, and the 
friction between the government, the Treasury, and the people is de- 
structive to all business. The money is for weeks and even for months 
withdrawn from the place in which it is collected, being carried princi- 
pally to New York, there to be distributed by the same barbarous sys- 
tem. Now, ill Mr. Sherman's statement the other day before this com- 
mittee, he says, on page 28 (I quote it to show what utter seltisbness 
the system begets), "Everybody will be glad that the contest is over 
[the contest over resumption]. Let us look out for ourselves and let 
the banks look out for* themselves.'' And in another place he says that 
he " would consider the banks just as he would consider any other 
public fact." Now, this isolation, this selfishness, has produced a feeling 
on the part of government officials that they have nothing whatever to 
do with the people or their affairs. But when they come tx) resumption, 
they will find that that isolation has weakened, and must of necessity 
weaken, the government in the struggle. The banks act in accord with 
the people, but the government simply takes from the people; so that 
the very necessities of the people will mfvke the banks stronger than the 
government in the contest. 

During the crisis of 1873 the banks suspended payment in legal- 
tenders, but they established a system of balances through clearing- 
houses, and the people were more than glad to avail themselves of this 
system, which was in violation of the bank act, a violation of law which 
the government had to sanction and overlook. 

In bis examination before this committee the other day, Mr. Sherman 
said, on page 30 : 

The Bank of England occupies somewhat the position of our national government) 
but compare our situation with the Bank of England, and we are better off to-day. 

Now, I think that the Secretary entirely misapprehended the rela- 
tions which the Bank of England holds to the financial system of the 
English people and their effects. The Bank of England, on the 27th of 
March, 1878, held in the ban king department public deposits to theamount 
of £12,287,000, and private deposits to the amount of £23,338,000. On 
the other haml, it held of government securities £16,385,000, and of pri- 
vate bills £25,918,000. Irrespective of circulation, it was responsible 
to the govern men c and the people for demand liabilities to the amount 
of £35,600,000, against which it held public and private securities to 
over £42,000,000. These private securities vary from day to day, and 
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it i8 quite optional with tbe bank whether it will give new discounts or 
not. So that the baok has daily flowing into its coffers money in the 
discharge of the debts due to it. But that is not the strongest point of 
its position. While it is liable to drafts every day, at the same time it 
daily holds drafts upon other banks and upon individual bankers for, 
on an average, an equal amount. The clearings at the clearing-house 
are made without the interposition of any money, but wholly by checks 
on the Bank of England, and these create but little demand upon the 
bank for money, as all banks and bankers keep their deposits with it. 
Thus the strength of the bank consists in having daily demands upon 
the public about equal to the demands upon it, in being the depository 
of the funds of all banks and bankers and the government, and in the 
checks upon it, which are canceled at the clearing-house, being perfectly 
acct'ptable means for the discharge of all taxes, expendicures by the gov- 
ernment, and debts due to banks, and in all great financial operations. 
In all respects it differs from the Treasury of the United States, and the 
two are not for one moment to be compared. 

The resumption of specie payments, so called, on the 1st of January 
next, is, I think, an absolute necessity to this people. The Treasury 
Department has been carrying on a contest with the people ever since 
tbe close of the war. During the war it cried out to the people, " Save 
us, or we perish." And the people of all conditions came forward with 
their $50 and their $100 and their $1,000 to rescue the government 
from destruction. But, the moment the war was over, the government 
virtually said to the people, to those in the Army and to those who had 
furnished means to carry on the war, " We are now saved, and we no 
longer have need for connection with you. We will go on with our 
independent treasury operations ; ' look out for ourselves,' and you may 
take care of yourselves/' And this thing has been carried on ever 
since. 

Ill January, 1875, the so-called resumption act was passed. The news- 
paper press generally throughout the country, and the governmeut, 
have insisted that that thing shall be tried. Now, I say, let it be tried. 
We will ne^er have any peace until it is. We will never bring the 
Government of the United States and the Treasury Department round 
in accord with the people until the Treasury is broken ; and, if I had 
had the power, I would have compelled the Treasury to resume specie 
payments, not in January, 1879, but in July, 1875; and I would have 
given it three or four months to maintain specie payments. A bill 
somewhat like that which has been reported from the Senate Finance 
Committee should be passed, which would tie the hands of the Secre- 
tary of the Treasury, and not allow him to contract the currency one 
dollar more. The people have stood enough of this thing ; now let the 
Treasury stand it. If the Treasury is put in that position, the contest 
will be a short and sharp one ; and the Treasury will go down before 
the banks or the people; 

Without having any particular afifection for the banks, my sympathies 
are with them as between them and the Treasury, because the banks are,' 
to a certain extent, acting with the people, while the department is 
against them, and has always been so since the war. 

When the Treasury has once resumed, with, according to Mr. Sher- 
man, about one hundred and twenty millions of specie, which he says 
will belong to it, and when this specie is paid out the Secretary will 
find that all his calculations in reference to the strength of the Treas- 
ury and the relation of its resources to its liabilities will vanish, for 
the simple reason that when this specie goes into circulation it will be 
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beyond recall. This is illustrated by the condition of things in Great 
Britain. The estimate of the specie there is seven hundred and seven- 
ty-two million dollars, of which one hundred and fifteen millions is in 
both the departments of the Bank of England, leaving six hundred and 
fifty-seven millions outside of the bank. There are, besides, in circula- 
tion two hundred and thirty-four million dollars of bank-notes. When 
the specie in the Treasury is paid out, it will travel to the extreme 
ends of the country, and this country being so much larger than Eng- 
land, it will be, just in proportion, difficult for it to come back into the 
Treasury ; and in a short time the Treasury will find itself high and dry. 

When once the Treasury has ** resumed'' with a circulation of legal 
tenders which cannot be funded, the burden of resumption which has 
for thirteen years been carried upon the shoulders of the people, to 
their ruin, will be placed where it properly belongs — ^upon the Treasury 
of the United States. 

In his statement before the Finance Committee of the Senate, Mr. 
Sherman said, in speaking of the balance of trade, ^^In the last three 
years the balance of trade in our favor is $414,034,666." And on page 
11 he says: "The fact that we have paid four hundre<l and fourteen 
millions of debt in foreign countries is favorable." 

You see, therefore, that he assumes that we have actually canceled 
four hundred and fourteen millions of debt by the balance of trade. 
Now this statement is merely based upon a subtraction of the value of 
the imports from that of the exports. By doing this he finds a differ- 
ence of tour hundred and fourteen million dollars. In this estimate, 
however, he has wholly disregarded the interest upon national, State, 
municipal, and corporate debts held abroad, which interest may be 
fairly assumed to be one hundred million dollars ; the cost of carrying 
in foreign ships, which may be placed at fifty million dollars; the expend- 
itures of travelers and other absentees in Europe, which have been 
estimated at one hundred million dollars, as well as commissions paid 
to foreign bankers and others. This two hundred and fifty million 
dollars per annum is quite overlooked by the Secretary. Thus in three 
years we have seven hundred and fifty millions as an offset to his 
liquidation of $414,000,000, that is going to be so effectual in carrying 
him through with his plans. 

Now in order to show that there must be some tolerably good founda- 
tion for the estimate which I have given, take the exports and imports 
of the precious metals for the last four years. The imports have been 
one hundred and six millions, and the exports two hundred and seventy- 
one millions, showing that in spite of the exports of merchandise, we 
have sustained a net loss of one hundred and sixty-five million dollars. 

Now we come to the cause of the deci^eased imports and of the in- 
creased exports. What is it ? It is because our people have been almost 
entirely destroyed. Their inability to consume foreign goods accounts 
wholly and solely for our decreased imports, and their inability to con- 
sume American products explains our ability to ship them in competition 
with other countries. Eesumptioq may be kept up by the same process 
if it be only carried far enough. In England the same thing was done. 
We are merely traveling over an old, beaten track. 

The English i)eople went through this experience between 1816 and 
1830. The government there was able to put them down at the point 
of the bayonet. It remains to be seen whether our people will be put 
down in the s«%me way or not. In 1818 the Bank of England notes in 
circulation amounted to twenty-seven million pounds ; the notes of pri- 
vate banks to twenty million pounds; the discounts of the Bank of 



Digitized by 



Googk 



RESUMPTION OF SPECIE PAYMENTS. 187 

England to foar millioD poands, and the official valoe of the exports to 
forty-two milliou pounds. The bank began to contract its circulation 
and its discounts very rapidly, and by 1824 its circulation had been re^ 
dnced to twenty million pounds, and that of the private banks to thir- 
teen million pounds, and the discounts of the Bank of England to two 
million three hundred thousand pounds, while the exports had increased 
to forty-eight million seven hundred thousand pounds, official value; 
but their declared actual value had declined to thirty-seven million 
pounds. The English people had been ruined. They had increased the 
volume of their exports, but the value of them had declined. If we 
carry on this same system long enough, we shall be able to maintain 
specie payments but to the utter and complete destruction of the people, 
finally to be followed by decreased revenues and repudiation of our debt. 

Let me illustrate how this may be done by the condition of things in 
India. The population of British India is today 191,000,000, and the 
productions, according to Torrens ^^ Empire in Asia^ (London, 1872, p. 
407), are less than $1,500,000,000 per annum. The city of Philadelphia 
has a population of 800,000, and its {nroductions for 1875 amounted to 
$525,000,000. That is to say, that 800,000 people in Philadelphia turned 
out in 1875 proilucts of one-third the value of those of 191,000,000 in 
British India. But there is a magnificent balance of trade in favor of 
India, one that would suit our finance minister and make him crazy 
with delight. In India the imports of merchandise in 1876 amounted 
to £38,887,000, while the exports were £58,091,000. Last year it ab- 
sorbed $100,000,000 in silver. But the people are beggars. They are 
in such a wretched condition that, having fallen into the hands of the 
moneylender, not even the clothes on a inau's back are exempt from 
seizure ; but yet the country maintains specie payments. And, gentle- 
men, if you will only continue the prevailing process in this country long 
enough, and contract the greenback circulation, as some of the bank 
officers of New York have suggested, to $150,000,000, my word for it, 
you can maintain specie payments easily enough. But you will be apt 
to have a civil wjir. We have had a war called a civil war, which was 
not one, but a war between sections of the country. But the war that 
will be precipitated upon us by these contractionists and bankers will l>e 
a real, genuine civil war, such as they had in France in 1789, and such 
as has been going on there more or less ever since, resulting, however, 
in giving to France a government which stands nearer to its people 
tb.iti any other government that has ever existed on the face of the 
earth. There is not a government in the world that feels the people, 
feels their touch, and fears the people more than the French govern- 
ment of today; and it has so resulted from what has been called 
" ninety years of agony ^ in France. 

Now we come to the question of prices. All writers who have writ- 
ten on prices, up to the time of ray kinsman, Mr. Carey, of Philadelphia, 
have jumbled all prices together ; indeed, they had no prices which 
they could use as standards on whi^h to base an' argument except those 
of raw materials. All such arguments lead to the confusion^ anarchy, and 
discord which exist in political economy to-day, when we have not a 
single word the definition of which is universally accepted. 

In countries of a low degree of civilization, without diversified in- 
dustries, where the people are poor, as they are in India, the prices of 
the raw materials which they raise are low. The destiny of man is 
fastened to that of raw materials. Man himself is a raw material as he 
exists in the world to-day. If we depress raw materials man is de- 
pressed, and if we elevate raw materials man is elevated. In countries 
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of a high civilization with diversified industries, raw materials rise, and 
they mnst of necessity, because they are more readily ntilized, and there 
man rises too, and is able to consume the raw materials. But political 
economists generally tell you that that would lead to ruin, that with 
such high prices the country and all its industries would be ruined by 
the prices that would be paid for labor. But we have a saving clause 
here. The power of man, who is born the weakest of all the animals, 
comes from the development of his intellect. He subdues nature to his 
use. He takes the raw materials, utilizes them, and makes cheap fin- 
ished products by the aid of the steam-engine, of the power-loom, of the 
spinning-jenny, and of all the appliances in the manufacture of iron. 
He makes rails out of steel now, while twenty years ago steel was a 
luxury only used in small manufactures. 

Three tons of coal represent the labor-power of a man for his life time. 
We have a mill in the city of Philadelphia which manufactures every 
day of ten hours 40,000 miles of cotton-yarn. Supposing it possible 
for such a quality of yarn to be made by band, it would require 85,000 
women working for the same number of hours. In 1870 but 137,876 
men, women, and children were employed in the productive industries 
of that city, the value of whose products amounted to $334,852,458, and 
thus this one cotton-mill represents nearly two-thirds of the mere physi- 
cal power of those persons who produced this great volume of com- 
modities. 

Finished commodities are dearer in India today than they are iu 
England or the United States without reference to wages. It is not nec- 
essary in order to get cheap things to enslave man. 

Now, let us trace out the movement of the precious metals, of money. 
Money goes from the place in which industries are not diversified to 
the place where they are. Strange to say, money *moves from the place 
where it is scarce and the rate of interest is high to the place where it 
is plenty and the rate is low. It persistently goes away from the place 
where the rate of interest is 24 per cent, to that where it is 20 ; thence 
to where it is 12, and thence to where it is 10, and thence to where it is 
6, and thence to where it is 3 or 2J ])er cent. And there is the place 
where the precious metals persistently accumulate. Money goes away 
from California, Nevada, and Colorado to Missouri, and from Missouri 
to Chicago, from Chicago to Cincinnati, from Cincinnati to Pittsburgh, 
from Pittsburgh to Philadelphia, Boston, and New York ; but it does 
not stay there. It jumps across the ocean and goes to Liverpool, Lon- 
don, and Paris. Why does it do so? Because there is the place where 
men are able to combine among themselves and where they have greater 
control over the forces of nature, where they can make finished com- 
modities cheaper, where the industries are carried to the highest point 
of perfection. 

That brings me on to the great underlying central principle, in my 
opinion the greatest truth that has ever been given to man by himself, 
and it is this : " Man, the molecule of society, is the subject of social 
science. In common with all other animals he needs to eat, drink, and 
sleep, but his greatest need is that ot association with his fellow-men." 
Born the most helpless of all the animals, he needs to be nurtured and 
clothed ; he must be taught and fed. He gets all his power by contact 
with his fellow-men. If he is bom deaf he remains dumb ; if he lives 
among ignorant people he remains ignorant. From being born the most 
helpless of all the animals, he is able to subdue the fiercest by the de- 
velopment of his intellect ; and the power comes through association 
with his fellow-men. And just in here comes the necessity for money. 
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The need for money arises out of the diversity of the wants of men, the 
necessity for exchanges ot services and commodities, their endless com- 
position, decomposition, and recomposition. That may be well illus- 
trated by reference to a newspaper. You buy a newspaper for two cents, 
and in it you have two cents' worth of the services of hundreds of thou- 
sands of men. 

Now, money is the instrument by which the composition, decomposi- 
tion, and recomposition of these services is rendered possible. Take 
away money, and man loses his power to exchange his services, com- 
modities, an<l ideas with his fellow-men, and the result is that he wastes 
his labor-power, the most perishable of all commodities. 

Now, our government has been steadily, ever since the close of the war, 
ever since it had no need for men to be shot at, or for people to bring 
their little sums towards enabling it to carry on its finances, divorcing 
itself from the people. It has taken away the instrument of association ; 
it has destroyed the power of association, and is destroying our civiliza- 
tion. It has, in a word, broken the hearts of nearly a generation of 
people, and, if it keeps on long enough, the government itself will be 
destroyed.- lu illustration of the fallacy of this position, I quote from 
ColwelFs " Ways and Meansof Payment,'' p. i : 

It is fartber assamed [by tbe writer] tbat writers treating of these subjects have 
paid TOO little attention to tbe &ct tbat whatever concerns money, currency, banking, 
and credit must be considered as strictly subordinate to commerce, of wbich they are 
merely agents; this cannot be overlooked in any aspect in wbich these topics may be 
considered without hazard of error. The cbief inquiry is not wbat is the power of 
money, or wbat is tbe use of money, or wbat can be substituted for money f Tbe 
inquiry wbicb we prosecute to ascertain the nature and doctrine <»f money, is wbat is 
commerce, and wbat is tbe nature of tbe agency of money in its affairs f Money, with 
all its sabstitutes, is only one of many agents of trade, and, like many others, it is 
a pure matter of discretion and convenience bow far it may be employed. 

Ever since the close of the war ouf government has been legislating 
on the mere instrument, and has been disregarding tbe country, the 
misery and happiness of the people, and the result is, we have a grow- 
ing amount of bankruptcy, misery, and immorality, and a decreasing 
love and respect for the government. Now, as to the material losses 
entailed by this policy upon the people of the country within the last 
five years: The population of the country to day is forty-eight millions. 
Assuming the population two or three years ago to have been fort.y-iive 
millions, I estimate the losses of the country at fifteen million dollars a 
day ; that is, 33^ cents per capita per day of the population. That this 
estimate is not excessive I believe, from the fact that in my own city of 
Philadelphia, with a population of 800,000 (a very small proportion of 
whom are producers), our industries amount to more than $600 per capita 
of the whole population per annum; that is, $2 a day. In this estimate 
I do not merely take the industries as they existed at the commence- 
ment of the year 1673 as a basis to make a charge against the authori- 
ties, but I take into consideration the immense latent power in this coun- 
try at this time undeveloped ; the great enterprise of our people, the 
anxiety of most of them to be at work and doing something (an anxiety 
surpassing that of any other people on the face of the earth) ; our great 
coal fields, the unlimited capacity we have for utilizing this coal by 
Qianufactures — steam-engines and machinery; and considering that 
three tons of coal represent the labor-power of a man's life, I think that 
this estimate of $15,000,000 per day, or $4,500,000,000 a year, or 
$22,500,000,000 for the last five years, is decidedly within limits. That 
may be taken as a measure, not solely of wealth which has not been ac- 
cumulated, but a measure of the misery and deprivations of our people 
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pat iDto the form of money of accoant, bat imposnible to be estimated 
in their moral and mental aspects. The intellect of man is wholly inca- 
pable of grasping this tremendous problem. Only divine wisdom knows 
what oar people have saffered, and are now saffering, in mind and mor- 
als from this great wrong. 

The Chairman. What, in your opinion, will be the effect of anlocking 
the specie of the coantry and patting it into circolation ? 

Mr. Baird. a. good part of it will be scattered over the coantry. If 
there is no revival of bnsiness, if the policy of contraction goes on, and 
if we go on steadily grinding down oar people to see how near we can 
get them to the condition of those of Ireland and India, or of those who 
recently revolted in Turkey, most of this money will remain in the coan- 
try ; and it will circulate to some trifling extent throughout the eoautrj. 
But if it is connected with any sort of revival — if the people are allowed 
any let-up — then the money will rapidly go into circulation in the coun- 
try, and will go out of the country. The mere payment of interest on 
our foreign debt, the expenses of absentees and of the carrying-trade, 
make us a largely debtor country. If you continue to allow the Secre- 
tary of the Treasury to have his way, he will be able to get all the gold 
in the country into the Treasury, and probably after a while to import 
a little if the people will stand it long enough ; but that policy will 
destroy the people. As the paralysis of the business of the ooontry has 
caused the money of the country to collect in the great centres, so its 
revival will scatter that monoy. Only continoed paralysis will enable 
New York and the United States Treasury to retain this money in their 
control. 

The Chairman. You mean by contracting the circulation ? 

Mr. Baibd. Yes ; let the Secretary take the a<^ice of some of those 
bankers who were here the other day. 

The Ghaibman. Suppose that the circulation remains as it is now. 

Mr. Baibd. If it remains as it now is, and if the people are satisfied 
that there is going to be no contraction, there will be a revival of busi- 
ness, and the result will be that gold will go into circulation ,* and going 
into the circulation through the country is, for the time being, so far as 
the Treasury is concerned, almost as disastrous as if it went out of the 
country, because it cannot be regained, as you will see by the figares of 
the Bank of England and of the circulation of the national banks. 

The Ohaibman. Suppose that the Secretary of the Treasury collects 
the revenue in specie ; will not that keep gold in the Treasury to some 
extent? 

Mr. Baibd. But he has to pay it out again for interest. 

The Ghaibman. If there be a revival in business, there may be an in- 
crease of importations. 

Mr. Baibd. Yes. 

The Ghaibman. And that will require specie to be paid into the 
Treasury 1 

Mr. Baibd. No ; because the revenues can be paid in greenbacks. 
But it is indifferent, whether the revenues be paid in greenbacks or in 
gold. A large amount of gold will get into circulation. Then these 
imports will call for the export of gold, unless we are to have a revival 
of the sale of bonds abroad. 

Mr. BwiNG. After the Ist of January, 1879, the Secretary may receive 
greenbacks in |>ayment of duties f 

Mr. Baibd. Yes. The circulation of the national-bank notes on the 
15th of March last was $300,503,000, and yet the whole of such bank- 
notes in the possession of the national banks was only $16,228,000. The 
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rest of the amount was out among the people. And so, when the Sec- 
retary of the Treasury opens his doors, gold will get into circulation 
without regard to the question whether the people prefer gold or green- 
backs. They will take them indifferently. 

In this connection I would like to point out the necessity under which 
we stand — the peculiarity of our position as regards this matter of 
money, when compared with compact European countries like England 
and France. 

Our population is scattered so widely that we are unable to use bank 
checks to any large extent. When a farmer is paid money and is given 
a check for the amount, he goes to the bank and draws the amount and 
takes it home with him, five, ten, or twenty miles out of the town. It 
is inconvenient for rural populations to use checks in their daily 
operations. In England, on the contrary, the system of checks is 
carried to such an extent that the great mass of large operations are 
carried on by means of them. There were in the city ot Loudon in 
January, 1875, thirteen joint-stock banks with a capital and reserve of 
twelve and a half million pounds sterling. Almost all of them had 
their capital investeil in public securities and in real estate. They had 
cash funds to the amount of eleven or twelve million pounds, and their 
loansand depositseach were to the amountof one huudred million pounds. 
This was simply because the great mass of their operations are by means 
of cheeks. The power of association in England is thus centralized* 
They have not given the people enough of money. Nine-tenths of the 
people of England are slaves to-day ; about one per cent, of the popu- 
lation govern the country. The main reason for this is because the 
people have not a sufficient volume of money to enable men to associate 
freely among themselves. The consequence is that when a farm laborer, a 
miner, an iron-worker, a weaver, and a cotton spinner want to exchange 
services among themselves that would enable all five of them to live in 
comfort and ease and without any friction, they find it impossible to do 
so without the interference of a lord — a cotton lord, a mining lord, 
an iron lord, a money lord. This lord stands in between them, and 
takes the lion's share and deals out to them 10 or 11 or 12 or 15 shillings 
a week on which they have to starve and bring up their families. The 
consequence is that, with the great increase of power which has grown 
up in England within the la^t 100 years, the cotton-spindles alone doing 
the work of 108,000,000 of women, the misery and degradation of the 
people and the wealth of the few grow in equal proportion. It is 
because the people have no power of direct association among them- 
selves. 

The same process is being carried on here. You are taking away the 
money from the people, and the power of association declines at the ex- 
tremities of the country, while the money finds its way into New York, 
Philadelphia, and Boston. The property of the people in Ohio, Michi- 
gan, Indiana, Iowa, and the other agricultural States is being sold out 
by the sheritt's, and the people made to pay 15, 20, and 25 per cent, 
interest, while the money is concentrating itself in the large cities. 
The control over this government is being- more and more centralized 
in New York City. The government is hardly able to breathe without 
permission of the moneyed men of New York. We are building up a 
general system of centralization in this country just as they have in 
England. It is not so in France. That people has been growing in 
strength, freedom, and power ever since 1789. France has a popula- 
tion of thirty-six millions, and in July, 1873, according to the best 
Estimates, there were in circulation in France twelve hundred million 
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dollars of gold aud silver. She has imported since tbeu five hundred 
million dollars of gold and silver, which makes the specie circulation sev- 
enteen hundred millions of dollars, and has besides Ave hundred million 
dollars of notes of the Bank of France, or twenty-two hundred millions 
of dollars in all, for a population of tbirty-six millions concentrated on 
a small amount of territory. 

We have a population of forty-eight millions, scattered over a territory 
of over three millions of square miles, with a greater necessity for car- 
rying on our business with money than France, and have but alwut 
$650,000,000. We grow in weakness, misery, and degradation. Our 
government disregards us more and more every day, while the French 
government reganis its people more and more every day. The deter- 
mination to have freedom, and real freedom, in that country is increasing, 
while it is declining in this country. When the French government, at 
the close of the war, wanted a loan and applied to the French people for 
it, the peopleoffered it in one day eight thousand millions of dollars. When 
our Secretary of the Treasury wants to borrow money he applies to the 
people almost in vain, and he has to go to New York tor it. Steadily for 
years the public securities in France have been more and more scattered 
in the hands of the people, until at present the national debt of France 
is held by four millions of persons, and the land is divided among five 
million five hundred thousand proprietors, of whom five million are 
peasants. In this country public securities and other property become 
hourly more concentrated — the rich thus becoming richer and the poor 
poorer; until such a condition of things is coming to pass that a leading 
New York paper says of our agriculture: ^' There seems to be but one 
remedy. It is a change of ownership of the soil, and a class of land- 
owners on one hand, and tenant-farmers on the other, something similar 
to what has long existed in the older countries of Europe." 

I said in the course of my main testimony that the payment of the 
war fine by France was made in accordance with the manner in which 
the finances of that government had been conducted for years. I did not 
enlarge on that idea. The first payment was made in specie and bullion, 
shipped direct by the French government to the German government, 
and amounted to one hundred millions of dollars. That was found to 
be a very expensive operation, and it was immediately abandoned. The 
result was that the French government came into the market to buy 
every class of bills of exchange. It carried on a general system of 
financial operations, just as banks and bankers do. It bought bills on 
London, Brussels, Munich, and Amsterdam, &c. It had an agent in 
London who converted all exchange in London into exchange on Berlin 
and Hamburg, and the result was that the French finance minister at 
one time had the Bank of Hamburg so completely in his control that he 
could have broken it at any moment, it being unable to respond to his 
bills on demand. The whole of the balance of the thousand millions of 
dollars (eleven hundred millions with interest, &c.) was paid through 
the intervention of billsof exchange, and with the loss of but $140,000,000 
in specie and bullion. 

Mr. Habdenbergh. If w^ resume specie payment on the 1st of Janu- 
ary, 1879, and if there should be a subsequent failure, would not that 
failure carry down every national bank in the country within twenty 
days? 

Mr. Baird. No; not any more than the failure of the Treasury in 
December, 1861, carried down the banks or the business men of the 
country. 

Mr. Habdenbergh. It carried the banks down pretty well. 
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Mr. Baied. I beg your pardon, not at all. Both banks and people 
began to grow and flourish from that hour, or at least from the passage 
of the legal-tender act, about sixty days after. 

Mr. Hardenbebgh. Can specie payment ever be resumed with an 
irredeemable paper circulation of three hundred and forty-seven million 
dollars? 

Mr. Baird. Yes ; with what you call an irredeemable circulation of 
six hundred million dollars. 

Mr. Hardenberoh. In what way f 

Mr. Bairb. I cannot too much impress on this committee the fact 
that resumption and prosperity are not to be brought about by destroy- 
ing the people. The circulation of the Bank of France ran up to six 
hundred and fourteen million dollars, and when at that amount, the 
premium on gold had wholly disappeared. It is a very remarkable fact, 
that as the circulation of the Bank of France increased, the premium on 
gold (which was never more than 2J per cent.) decreased. 

Mr. HARBENBERan. What would you advise Congress to do now ? 

Mr. Bairb. To subordinate the instrument of commerce to commerce 
itself; to get rid of the theories about the instrument, and to concen- 
trate its mind upon the people — to disregard everything else — enable 
the people to go to work. 

Mr. Harbenbergh. Will you not state in a few words the practical 
remedy ? 

Mr. Bairb. The practical remedy would be an increase of circulation. 
The circulation of the country is to-day six hundred and fifty millions ; 
but it should, in my opinion, be no less than two thousand millions, and 
even then would be below France, a country which is intersected with 
roads from one end to another, while we are scattered over a territory 
of three million square miles with hardly a good road in it. 

Mr. Harbenbergh. Then you would forever abolish specie payment ? 

Mr. Bairb. Certainly. It is but a relic of barbarism, which has long 
outlived its day and its usefulness. 

Mr. Harbenbergh. How is the government to get gold for its 
exchanges ? 

Mr. Bairb. Let the government look out for itself. The government 
says, through its finance minister, " Let the banks and people look out 
for themselves." The government has no concern for the people. It 
has alienated itself from the people, and let it get out of the scrape 
which its finance ministers have created as best it can. 

Mr. Harbenbergh. Would not $2,000,000,000 of currency issued by 
the government be $2,000,000,000 of debt ? 

Mr. Bairb. I^o; it would not be. 

Mr. Harbenbergh. It would have to be paid at some time. 

Mr. Bairb. No, never. 

Mr. Harbenbergh. You cannot make the people believe that there 
is something in nothing. What influence on prices would your 
$2,000,000,000 of currency have? 

Mr. Bairb. We have nothing whatever to do with prices. You have 
first to show that the present prices are the right ones. They are fixed 
by enslaving the people. The people of the world have been enslaved 
for thousands of years by the metallic system. 

Mr. Harbenbergh. Under your system it took a bushel of French 
assignats in revolutionary days to buy a loaf of bread. 

Mr. Bairb. For the simple reason that the English Government and 
the Emigres together were engaged in counterfeiting the assignats, and 
the counterfeits were so good that they could not be told from the gen- 
H. Mis. 62 13 
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nine ones ; bat the finances of France were ruined before the revolution, 
and the assignats saved the revolution, one of the grandest events in 
history, when it was attacked by the tyrants of Europe. 

Mr. Habdenbebgh. Can you maintain the income of labor by paying 
laborers in paper that is not based on redemption ? 

Mr. Baibd. Production and the power of consumption will do that 
What you have got to do with labor is to enable it to get work — to pro- 
duce and consume. As well might we discuss the material of which 
plows are made as that of which money is made. We need money 
which will do its work, and plows too. Of what either is made is not 
material, if it will do its work. 

Mr. Habtzell. Labor was pretty well paid during the war. 

Mr. Baibd. Labor was never so well paid and there was never such 
development in any country before as here during that time. 

Mr. Habdenbebgh. But the reaction is on us now, and that is the 
trouble. 

Mr. Baibd. iN'o, not a reaction ; it is destruction of the structure by 
the American Government. Action and reaction are parts of each 
other. But there is no reaction here. This is destruction pure and 
simple. This is the going back of the government to its old selfish 
practices. McCulloch is the author of all this trouble, 

Mr. Habdenbebgh. I think that Mr. Boutwell had something to do 
with it, in paying out 15 per cent, premium for bonds. 

Mr. Baibd. McCulloch's Fort Wayne speech was made in 1865, long 
before that. McCulloch, Boutwell, Bristow, and Sherman are not only 
answerable for our present miseries, but they are answerable for our 
foreign debt. If they had let the currency alone, instead of " bearing'' 
gold all the time, the high price of gold would have enabled us to export 
immense quantities of produce which we were unable to without it. 

Mr. Habdenbebgh. They never should have let a bond go out of the 
country. 

Mr. Baibd. Bonds would not have gone out of the country, because 
Europe would have taken so much of our produce that it would not 
have been able to take bonds. The crisis of 1866, in England, was 
brought on by the purchase of our bonds and large quantities of cotton. 
If the price of gold had remained high, it would have acted as a pro- 
tective tariff against the importation of foreign goods, and as a bounty 
in favor of the exportation of American goods. The London Economist 
pointed out the fact that the depreciation of silver would result in in- 
creased exports in India and in decreased imports, and that the so-called 
depreciation of the currency in Eussia by reason of the war would do 
the same for Eussia, and the facts in both cases have justified the theory. 

Mr. EwiNG. Please explain how the price of gold, as compared with 
our currency, operated as a protective tariff. 

Mr. Baibd. By increasing the prices, to American consumers, of all 
foreign commodities to the extent of the premium on gold. 

Mr. EwiNG. That assumes that the prices of American material and 
labor, and consequently of American products, are not increased in pro- 
portion. 

Mr. Baibd. Yes, certainly. 

Mr. EwiNG. i^ow I concede that it will operate as a protective tariff, 
provided that all commodities, including labor, do not rise in the same 
proportion. But if gold be worth 100 per cent, premium, and if all com- 
modities, including labor, are doubled in price, in consequence of that, 
in the home currency, then I do not see that the difference between 
paper and gold operates to affect the tariff at all. 
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Mr. Baird. Bat prices are not tied to gold and silver when an incon- 
vertible currency is in use. 

Mr. EwiNG. How does the action of our government in " bearing ^ 
the price of gold operate on the industries of the country ? 

Mr. Baird. It exposed them more and more to foreign competition, 
and increased the facility of importing foreign goods. Every bond that 
we sent out of this country from the close of the war up to the crisis 
of 1873 was paid for in foreign merchandise. The indemnity received 
from Great Britain under the Geneva award was actually paid in mer- 
chandise, and the evidence of that is to be found in the fact that while 
we exported the bonds there was no diminution, but an increase, in the 
export of the precious metals. They followed the bonds. The govern- 
ment '* beared " the gold market and exposed us to tbreign competition, 
prevented us from entering into many foreign markets, as we would 
have been able to do if gold had been let alone, for prices did not fall 
with gold, or even with contraction of the currency, while the credit 
system was being inflated in substitution for money which was retired. 

Now, I fully believe that, instead of being indebted to the amount of 
two thousand millions of unrepudiated foreign debt without contraction 
and with expansion, we should to-day be entirely out of debt. We 
should be in the position in which France is, in having specie payments 
without any action of the government whatever, simply because it was 
a matter of indiflt'ereuce to the people and the government whether they 
had specie payments or not, because the specie would have been Jiere. 
If at the close of the war, so far from contracting the currency the gov- 
ernment had substituted greenbacks for the five-percent, and compound- 
interest notes and seven-thirties, the South would within five years have 
entirely recovered from the ruin inflicted upon it by the war, and there 
would to day have been no antagonism between the North and the South. 
The people of the South would have said to the government and to the 
people of the North, *' We are obliged to you for having whipped us; 
we never knew what civilization, happiness, and comfort were before." 
The whole southern country would have bloomed and blossomed like a 
rose, and we would have had there a contented, happy people instead 
of a people that has been utterly cleaned out and whose disloyalty has 
increased. The people of the North are now being ruined just as those 
of the South were, for, in my opinion, the whole trouble in the Southern 
States since the war has come from vicious monetary legislation and 
more vicious monetary administration. Here was a people, after a 
herculean struggle, left without any money except a few greenbacks that 
had percolated through there. Their currency was annihilated, and, in- 
stead of our finance minister seeing that there was the grandest chance, 
not only to make a great name for himself, bnt to impart the greatest 
blessings ever given by man to man, in enabling this people to get upon 
their feet, he went to work and contracted the currency, when the real 
want at the time was an increase of currency. If he had never paid any 
attention to the premium on gold, the thing would have settled itself, 
would have come down by force of the import and production of the 
precious metals. Currency never was depreciated, but gold was simply 
in demand for duties on imports and interest on the public debt, and 
scarce. At the close of the war, as Stephen Colwell showed, you could 
buy more real estate in the United States for an equal amount of money 
in greenbacks than in gold in 1856. Had the war lasted ten years longer, 
and the debt been $6,000,000,000 instead of less than $3,000,000,000, we 
never should have heard of the beauty of the theories through the prac- 
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tice of which we have been rained by McCuUoch, Boutwell, Richardson, 
Bristow, and Sherman. 

Mr. EwiNa. To what extent do yon attribute the business disasters 
of the country since January 1, 1875, to the operation of the resump- 
tion law ? 

Mr. Baibd. Almost entirely. I think that if it had not been for that 
law the people would probably have recovered by degrees from the 
effects of the previous contraction of the currency. Tue people were 
very much weakened by the 1st of January, 1875, and it was an easy 
thing to break them down while in that position. In January, 1874, 
there was a little apparent improvement, and the enterprise of our peo- 
ple was encouraged 5 but since January, 1875, prices have fallen steadily 
as a necessary result of further contraction, and as men buy on a falling 
market nothing which they can do without, paralysis and bankruptcy 
have become the rule, and all confidence in the future is destroyed. 

I consider that we were in a very unhealthy position in 1874; and we 
should have had another crisis if we had recovered at that time, and 
for the very reason that we had not the instrument to do the work with. 
In England there is a crisis every ten years or less. The one of 1866 
did not disappear until we got our inflated credit system in operation 
and got to building railroads. The whole bankrupt railroad system of 
the country today is the work of Hugh McCuUoch and his successors, 
in taking away our currency, destroying confidence, and thus prevent- 
ing the people from building cotton and woolen mills and iron works, 
and other industrial establishments. The enterprising men of the coun- 
try, seeing that there was but one outlet for their energy, the building 
of railroads, which could be done by the sale of bonds abroad, went to 
work, started the roads, and sold the bonds. Foreign merchandise came 
in, to the detriment of our people, and we contracted a debt abroad, a 
great part of which will never be paid. The thing went on till the 
time came that the credits became too large for the volume of money 
which aided in working them, when an explosion of necessity took 
place. At the close of the war, when we had a large volume of money, 
there was a fall in prices generally of 25 per cent, within 60 days, bat 
the country got over it without any crisis.. It created hardly a ripple. 
The reason was that we had not been driven into the use of the credit 
system, but were never before so much out of debt, with so large a 
volume of business. 

In his report of December, 1865, Hugh McCuUoch called attention to 
the fact that the people of the country were to an extraordinary degree 
free from debt. 

Mr. EwiNG. Give us your views as to the length of time the Secretary 
can maintain specie payments, assuming that he gets the one hundred 
and thirty millions of gold by the 1st of January, 1879. 

Mr. Baied. And with the power to contract the currency to three 
hundred million dollars ? 

Mr. EwiNa. Yes. 

Mr. Baied. I think that if he contracts the currency to three hun- 
dred million dollars by the 1st of January he will be able to maintain 
specie payments for some time — I would not like to fix any definite time, 
but for months, perhaps a year or more, on account of the utter exhaus- 
tion of the people. Imports will fall off very largely ; the prices of 
domestic commodities will fall and will be largely exported, and the 
probability is that we shall be able to maintain at home at least half of 
the precious metals that we produce. In that way he will maintain 
specie payments; but the maintenance of resumption is dependent on 
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the power that the Secretary of the Treasury has to destroy the people 
of the country, or their power to consume produce, foreign and domes- 
tic. If there be any revival, if the hands of the Secretary of the Treas- 
ury should be tied, then there would be a tendency to increase imports. 
But the only way in which specie payments can be maintained in this 
country is by actually bringing our people down to a condition approach- 
ing that of the people of India or Ireland. This will, however, finally 
end in repudiation of the national debt or a civil war, or both, followed 
with a style of government like that of Mexico or those of South America. 

Mr. EwiNG. And your idea is that, as soon as there is any revival 
of business at all, our importations will increase, and the drain of gold 
from us be increased, and resumption fail *? 

Mr. Baird. Yes ; and not only that, but the domestic circulation of 
the gold and silver money will increase. 

In England and Scotland, especially in Scotland, at certain seasons 
of the year there is an increased demand for money. By their stupid 
laws — PeePs bank act of 1844 as applying to England, and that of 
1845 as applying to Scotland — the Scottish banks are arbitrarily lim- 
ited to a circulation, unrepresented by specie, which they had at a cer- 
tain date prior to the act of 1845. When these payments are to be 
made the banks of Scotland draw on London for specie. That specie 
comes to Scotland, and is held just long enough to enable the banks 
temporarily to increase their circulation, and then they ship it back to 
London. They simply get the gold as a foundation for their circulating 
medium. Now, in our case, our specie will be taken away from the 
Atlantic seaboard and into circulation in the Western States ; and it 
will take a long time for us to get that specie back again. Some of it 
will not find its way back for years, some never. By his present pro- 
cess of accumulating gold, the Secretary is robbing California, Oregon, 
Nevada, and Colorado of their circulating medium. He has not merely 
the exports but this domestic circulation to contend with ; but, if he can 
destroy our trade and industry on the Pacific as well as on the Atlantic, 
he will be able to maintain specie payments until he breaks down the 
government itself. 

Mr. Hartzell. In the effort of the Secretary of the Treasury to 
maintain specie resumption, success will depend, very largely, will it not, 
on the co-operation of the national banks f 

Mr. Baibd. Most assuredly. The national banks will be stronger 
than he, because they are a part of the necessary business machinery of 
the country and work in harmony with the people. They are not 
isolated like the Treasury. 

Mr. Habtzell. If the resumption of specie payment, after the 1st of 
January next, should prove disastrous to the national banks, have they 
not got it in their power, by combination, to draw from the Federal 
Treasury all the specie that it has, and to compel a suspension on the 
part of the government ? 

Mr. Baird. Most assuredly ; and, what is more, they will be justified 
in so doing, and will deserve the thanks of the people for it. We never 
got the greenback until the Treasuy of the United States was driven 
into a corner, and when the condition of the Treasury was such that 
Mr. Chase was not able to wait a single day. While the Senate was 
debating on the bill, after it had gone through the House, he wrote to 
Mr. Fessenden, chairman of the Committee on Finance, saying, *' Give 
me ten millions of demand-notes. I must have them at once.'^ It was 
so diflScult to come to an appreciation of the magnitude of the contest 
that we had before us, and of the total insufficiency of the old and obso- 
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fete monetary machinery to carry on the war to enable the people to 
associate with snflBcient force and rapidity to be able to carry the gov- 
ernment, that he allowed things to drift on until the Treasury was utterly 
bankrupt. So, now, the Treasury has to be brought to an appreciation 
of the fact that it and the people are one, and are finally irrevocably 
joined together " for better or for worse.'' Whenever we reach that 
point, the banks will appreciate it and will use their efiorts to clean out 
the Treasury, because nothing else will bring it to a realizing sense of 
its own inherent weakness, its dependence upon the people, and the 
enormity of the crimes which it has committed against the latter since 
the close of the war. If slavery was '* the sum of all villainies,'' the 
^M)uduct of the Treasury Department from 1865 to the present hour is 
the sum of all crimes, because it has resulted in the commission of every 
-crime known to the law, and broken the hearts of millions of people 
besides. Theriotsof July, 1877, were the pardonable result of this policy, 
and, as well as the ruin of the South should be laid at the doors of their 
true authors. 

Mr. Habtzell. Would not a combination on the part of the banks 
to draw from the Federal Treasury all its coin and to force a suspen- 
sion result beneficially to the national banks 1 It would, of course, 
create a premium on gold, and the banks having all the gold, would 
they not be the gainers ? 

Mr. Baibd. Yes j one of our banks in Philadelphia was in this way 
enabled to declare one dividend of 100 per cent, during the war. When, 
too, the Treasury suspends again, it leaves behind forever the policy of 
18C5-1878, and will not soon again resume. 

Mr. EwiNG. You stated that you thought the people needed a larger 
volume of currency. Please state how much larger the people need now, 
and what the probable early future need will be. 

Mr. Baied. I think the currency should immediately be brought up 
to $1,000,000,000, and that there should be means whereby that circula- 
tion should be steadily increased from month to month. The people of 
France have a circulating medium to-day of not less than $2,200,000,000, 
and we, having one-third more population than France, have need, in 
order to be put in the same position, of $2,900,000,000, and I believe in 
the necessity for such an amount in the near future, and that it would 
develop such a power of association among the people as would double 
our production and consumption within two years ; and as that cur- 
rency increased, and as people were enabled to sell for cash, they would 
cease to sell on credit. 

The fact is that this country has never been worked up to one-fifth of 
its capacity, and if we were not so intent on keeping the mass of the 
people down, so that we could have cheap service of one kind and 
another, and if we were just once to conclude to let the people get all 
the power, and all the development, and all the civilization, and all the 
comfort and happiness that they could get, '*do justice though the 
heavens fall," we would in five years present to the world s ich a picture 
as would make this nation at once the wonder and the envy of mankind. 

All that we need is to place it in the power of our people, with there in- 
dustry and intelligence, to go to work in such a manner that there would 
be a just distribution of the product. If we have to pay more wages, 
we can take comfort to ourselves in feeling that that is the road to civ- 
ilization. But we will get cheap, finished commodities by the invention 
of machinery, man's capacity in that direction being unlimited. Real 
cheapness does not come of cheap men, but of intelligent ones. 
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Mr. HAEBENBEBaH. You say that this country wants today $2,900,- 
000,000 of currency. How would you get it into circulation ? 

Mr. Baibd. That would be the easiest thing in the world. I would 
release the people from taxation, destroy the entire internal-revenue 
system at one blow. It should have been done years ago. Improve 
the navigation of the Mississippi, and give the country a navy which 
would at least place us on a level with Spain or Turkey as a naval 
I)ower. 

Mr. HABpENBEBan. And the debts thus contracted you would not 
provide means for paying ? 

Mr. Baibd. Certainly, I would pay them by increasing the legal- 
tender paper money by the sovereign power of the United States. The 
losses to the country, by the paralysis of business which we have had here 
since the crisis of 1873, aggregate $22,500,000,000. If we had a circu- 
lating medium of $2,900,000,000, it would within the next four or five 
years result in the increase of our productive industries to the amount 
of $4,500,000,000 per annum, and beggary would disappear entirely from 
this country, where it would now have no foothold but for empirical 
monetary laws. Surely if it should do these things it would prove its 
own justification, and the country need not trouble itself about 
$2,900,000,000 due to itself alone. That it would do far more than this 
I have not a doubt, and the financial triumphs and the developed indus- 
tries of the war and the more recent experiences of France prove that it 
would beyond a perad venture. 



WASHiNaTON, D. C, April 25, 1878. 
K. B. PuLLAN recalled : 

Mr. Ewma. You expressed the opinion, in your examination on Sat- 
urday, that the execution of the resumption law would result in further 
disaster and was in fact impracticable. Have you any saggestion to 
make as to any modification of the method of resumption that would 
make the same practicable ? 

Mr. PuLLAN. Upon the definition of resumption made to your com- 
mittee by the Secretary — which I think is the correct one — that resump- 
tion is nothing but equivalency between coin and paper, I think that 
some modification of the resumption law may be had which may be 
practicable and which will result in a nominal resumption on the 1st 
of January; I say "nominal," but I might say a "practical" resump- 
tion. I believe that the only true interpretation of the law as it stands 
is redemption. I do not believe that an iron resumption on the 1st of 
January, such as the resumption law contemplates, involves the reissue, 
though that interpretation is now given to it. In speaking of the 
resumption law as entirely impracticable, I had reference particularly 
to the feature of absolute power of convertibility of the whole circula- 
tion of greenbacks and of all the paper circulation, bank-notes and all : 
because if one is convertible, all of them are made convertible. I say i 
regard that as impracticable and as ending in disaster. There would 
necessarily be a suspension ; it would have to come. And a suspension 
such as that would be a suspension by the banks and by the govern 
ment; would be one, the proportions of which we could have no ade- 
quate conception of in advance from anything that has occurred in the 
past. 
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Mr. nABDENBEBOH. Of what time in the future are you now speak- 
ing! 

Mr. PuLLAN. I speak of a suspension after resumption ; I do not 
undertake to say when. I was saying that a suspension by the banks 
was only one that operated upon the individual credit of the country, 
but that a suspension at the time to which I have alluded would involve 
the national credit, because the national credit is interwoven with our 
whole circulation. I think that the real danger would lie in this, that 
it would be an acknowledgment to the world that the government had 
failed to accomplish what it had undertaken to accomplish ; in other 
words, that the government was " broke." Now I would think that a 
modification such as would provide, as it were, for a legalized suspension 
under certain circumstances which might arise would not be attended 
with that disaster. And such a modification might be accompanied 
with legislative provisions that would secure an equivalency being 
retained, and that would really bring about a practical resumption, and 
at the same time permit very nearly the present volume of currency to 
remain. I do not believe that we can ever have a proper currency in 
this country, that is, a currency equal to coin, until the government 
has the absolute control over both of the currencies, paper and coin, 
and issues both under such circumstances and conditions as will make 
the one equivalent to the other and will preserve that equivalency be- 
yond all contingencies. Among other practical suggestions that have 
occurred to me on this subject, I would mention this one, that provision 
could be made to require the Secretary to accumulate, by the first of 
January, a certain amount of coin in the Treasury, declaring that on 
the 1st of January the notes shall be redeemed ^ and further providing 
that redemption shall continue just so long as coin shall remain above 
another fixed point lower down, and that, when that occurs, redemption 
shall cease until this space is occupied again by coin, or until coin comes 
up to the point of redemption again. 

Mr. HABDENBEBaH. There is such a bill now pending. 

Mr. EWTNG. The bill of Mr. Matthews. 

Mr. PxjLLAN. In that case it would be legalized suspension. It would 
not operate as a suspension, because it would be a suspension according 
to law. 

Mr. EvyiNa. I understand you to say that it would not be such a sus- 
pension as would be any injury to the national credit. 

Mr. PuLLAN. It would not be any injury to the national credit, and 
it would be operating according to law and by a certain fixed order 
which would be known to all men. With that, provision should also be 
made to bring the greenbacks up to an equivalency with coin by having 
them taken for customs, taken and used by the government for all pur- 
poses as money, declared to be money. Provision should also be made 
for providing for the money for the interest on the public debt by pur- 
chase, in open market, by commissioners appointed for that purpose by 
the President, practical men, whose purchases should be made at inter- 
vals (so as to secure at all times a sufficient amount of money for the 
next installment of interest), and the coupons, with accrued interest off, 
should be taken the same as coin. Now, the object of that would be to 
find, in the gold-maturing liabilities of the government, the coin which 
the government requires for meeting those liabilities ; because if that 
provision is made to take coupons maturing within a year, say, it will 
go on from installment to installment, and the amount of gold actually to 
be bought will be reduced just to the extent to which the coupons are 
anticipated. The advantage and the object in it is to relieve the gold 
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market from the monopoly of the bullion dealers ; in other words, to 
increase the quantity of gold. I think that some provision of law such 
as that would admit of what you might call a practical resumption. It 
would not be a resumption under the resumption law as fairly inter- 
preted, bat it would give us an equivalency, and would save us from dis- 
aster. 

Mr. HABDENBEBan. What would save us from disaster ? 

Mr. PuLLAN. I say that a modification such as that would not be 
resumption such as I have always thought w^as contemplated by the 
resumption act ; that is to say, that the unlimited power over the public 
Treasury, granted to the holders of greenbacks and the holders of bank- 
notes (which is all the same), would be limited. Then, in addition to 
that, there should be a provision by which, when the legalized suspen- 
sion took place, the notes would go down very little, if anything, below 
par. It would, perhaps, be like it was in France, where, although the 
actual condition was not resumption, the notes were so little below par 
that they circulated on a par in the hands of tue people and in all com- 
mercial transactions. This provision would be that during that time 
the notes should be convertible into a security whose value would be 
on a level with coin. If the notes, during this period of suspension, are 
converted into a security that is on a level with coin, they will be just 
as good as they would be in being converted into coin itself. 

Mr. Habdenbeboh. What would be the effect of resumption by the 
government and not by the banks, supposing the government were ta 
resume and the law should not require the national banks to resume ? 

Mr. PuLLAN. That seems to me to be an impossibility. 

Mr. Habdenbeboh. Why so 1 Suppose a case such as this : I am 
the cashier of a national bank, and, for instance, have not accumulated 
any coin in my bank. If Congress adjourns, leaving things just as they 
are, then I must go to work and accumulate coin, even though I have 
to buy it at a half per cent., or whatever the market price may be. Now, 
here are two thousand millions of deposits on hand. My idea is that 
the curiosity for gold on the part of people who have never had it nor 
known what it was will cause a large amount of it to be hoarded ^ 
and that such an amount will be hoarded that resumption will not be 
practicable. Now, I ask what would be the effect of a law requiring 
the United States to redeem its currency and yet not requiring the 
national banks to redeem their deposits in gold ? 

Mr. PuLLAN. I cannot conceive how it is possible for any legislation 
to relieve the banks from the obligation of paying their depositors in 
the current funds, that is, in their own notes, or in gold, or in legale 
tenders. 

Mr. Habdenbeboh. Or national bank notes ? 

Mr. PuLLAN. Or national-bank notes, of course. If they pay them 
in those notes, the government, by the law now — and I think I am cor- 
rect in that, you will correct me if I am not — the government, by the 
terms of the resumption law, is obliged to redeem all the greenbacks. 

Mr. Habbenbeboh. They have the bonds with which to do it. 

Mr. PuLLAN. They have the bonds with which to do it. I see the 
point which you would make, but I cannot see that it is a practicable 
one, because the deposits are to be paid by these notes, and these notes 
are to be paid by the greenbacks. They are built on the greenbacks, 
and the greenbacks are subject to redemption ; so we have to go back 
to the basis. Now, in the old times, the State banks, as I understand 
it, were built directly upon the metallic basis ; the credit of the currency 
was founded upon a metallic base. Their issues now are not upon a 
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metallic base, but apen the legal tender, which is a credit base ; and as 
long as that credit base exists and is the only foundation, the national 
banks cannot be disturbed, because the base cannot be disturbed. The 
national bank can do a healthy business, can control its own business 
as long as its base is not disturbed; but if its base is disturbed, no 
matter how carefully its individual business may be conducted — ^if its 
base is knocked from under it, then it suffers. 

Mr. Hardbnbbegh. What is your idea of the practicability of re- 
sumption now, in the present disordered financial state of the country? 

Mr. Pullan. I think it extremely perilous, and that sooner or later 
it will culminate, as it did in Great Britain, in a disastrous crash, and 
it will carry down the banks as well as the people. 

Mr. Habdenbebgh. Where do you draw the line with safety between 
communism, that is, evil excesses arising from unemployed labor, on 
the one hand, and national inflation on the other? That is the issue 
before the nation to-day. The industries are languishing for the want 
of a proper standard ; men have no work but must have work. How 
are you to provide a mean between the disorderly element of society 
that has no work, and, on the other hand, that inflation which frightens 
capital? 

Mr. Pullan. I would have such legislation as would most effectually 
inspire the most unbounded confidence. If you inspire that confidence 
you have the money. Without confidence, you may put out notes but 
will not have the money needed. 

Mr. Hardenbeegh. Will you not dissipate that confidence by re- 
pealing the resumption act ? 

Mr. Pullan. You will increase confidence by repealing it ; that is, 
by repealing it in a proper and wise manner. 

Mr. Hardenbergh. Do you not admit that the currency in the 
country to-day is sufficient for its wants in prosperous circumstances? 

Mr. Pullan. Entirely so, at present. 

Mr. Hardenbergh. Then you would not inflate it ? 

Mr. Pullan. I would not inflate it. It is for that reason that I want 
the whole resumption act repealed. It is not the repeal of the time 
clause only, but the whole, because of the provision of it permitting the 
whole national debt to be converted into bank-notes by, 1 will not say 
irresponsible men — they are responsible in one sense, in a money sense, 
but not in another sense — by adventurers who, utterly regardless of 
consequences, when the time coraes will convert their 4 per cent, bonds 
into something that will pay them 8 per cent., and will flood the circu- 
lation. They will foster enterprises for their own individual gain, and 
when it suits them they will get out from under and the wreck will 
come. That is one of the worst features of the resumption law. It is 
a feature that was put there to satisfy an element that wanted more 
national-bank notes. Now, what I hold as to that is this, that you do 
not get more money by making more notes. Whether you make bank 
or government notes, the business of the country will be done and is 
done by institutions of established credit. It is done by checks and 
bills of exchange, and by the credit of man with man. 

Mr. Hardenbergh. Do you regard the public sentiment of the 
country as opposed to the national banks ? 

Mr. Pullan. Yes, sir; I do, decidedly. 

Mr. Hardenbergh. On what ground ? 

Mr. Pullan. The public sentiment of the country — and it is a senti- 
ment that is growing very rapidly — is disposed to arraign the national 
banks as the cause of the disasters and trouble that have come upon 
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the country. In saying that, I do not mean to reflect at all upon the 
persons who are in the business of the national banks, but I speak of 
the system. The fact is, and it is a matter of record, that the Secretary 
of the Treasury was compelled by the influence of those who were 
directly concerned in the issue of bank-notes to make some provision 
by which their privileges would be preserved to them. He said so in 
his reports and statements, and I knew the fact from him personally. 

Mr. Hardenbergh. Of what Secretary of the Treasury do you speak ? 

Mr, PuLLAN. Of Mr. Chase. It was the subject of conversation be- 
tween us on the last occasion I saw him, which was some two years 
before his death. In reply to some rallying remarks about the institu- 
tions being a success, I said, "Mr. Chase, the system is no more of a 
success than was the old State banking system. They will not even be 
able to pay their deposits in greenbacks whenever a panic or crash strikes 
them." He said it was impossible that such a thing should happen. I 
differed with him, when, in speaking of the national banks, he made this 
remark, " If it does come, the people will give me credit for one thing, 
anyhow, in having gathered them all into one neck and they will have 
but one neck to cut.'' That was a favorite expression of his. It was 
the same with Sir Eobert Peel in making the bank charter of 1844. He 
intimated in the debates in Parliament at that time that they had to do 
it for the purpose of satisfying the old private banks who had the privi- 
lege of issue. Mr. Gladstone said, only two years ago, in the great de- 
bate that occurred in March, 1875, that Sir Kobert Peel had declared 
(and that it was a fact known to him) that he would have wiped out the 
bank circulation in England entirely bnt for the large sum that the 
Scotch bankers and the old bankers would charge for the privilege; that 
it was so much the government had not the money to pay it; but that 
so far as the Bank of England was concerned it existed by legislative 
authority and there was no diflBculty. He would have abolished it if 
the government had been able to get rid of the issue of the private banks. 

Mr. Hardenbergh. Then you do not regard the gold and silver of 
this country as sufficient for a circulating medium ? 

Mr. PuLLAN. No, sir. 

Mr. llARDENBERan, Then if another circulating medium is required 
(and that is one of paper), and that medium is founded on the bonds of 
the government, why is it not the safest that can be procured ? 

Mr. PuLLAN. It is not the safest that can be procured, but it is equally 
as safe as the safest, so far as individuals are concerned. 

Mr. Hardenbergh. Is it not better to have such a currency as will 
be flexible and sufficient to meet the demands of trade, either by contrac- 
tion or extension, than to have a currency issued at the hands of Con- 
gress ! Is it not better to relegate the whole matter of circulation to 
the States rather than to the government "? 

Mr. PuLLAN. iN'o, sir. I will here say, inasmuch as the question has 
been asked, that it is a very desirable things and if it is an absolute neces- 
sity to have a flexible currency for trade, I say that the government 
can have an entirely flexible currency of government notes and have 
those notes equal to coin under any circumstances whatever, and that, 
too, while entirely beyond the control of any officer of the government 
to increase or diminish their volume. And such a currency would be so 
beneficent in its operation that it would never invite legislation on the 
part of Congress, and the people would never countenance or permit such 
interference. 

Mr. Hardenbergh. Who is to decide as to its quantity ? 

Mr. PuLLAN. The people themselves. The people, in that instance 
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T^ould be represented by the money they had in their pockets. Now, 
the legal-tender act provided, among other things, for a public deposi- 
tory, which Mr. Chase called " the savings-bank of the people." Now, 
that "savings-bank" proved one of the most remarkable successes in 
financial history. They could not keep the money out of it at 4J and 5 
per cent. 

Mr. Habdenbeboh. What do you call '^ the savings-bank"! 

Mr. PuLLAN. I speak of the fourth section of the act, which related 
to temporary deposits. It became so beneficent in its operation that 
the Secretary, in all his reports, called it " the savings-bank of the 
people." That was a depository for the surplus funds of the people; 
anybody could deposit in it, but practically it was a depository for the 
banks. 

Mr. Habdenbergh. That was what was known as " a war measure.'' 
We must now dispense with ** war measures." 

Mr. PuLLAN. Any measure that was necessary for the interests of the 
country in time of war is equally proper when the exigencies of peace 
demand it. The fourth section of the act of February 25, 1862, should 
be revived. That section will absolutely secure coin payments, that is, 
equivalency and flexibility at the same time, and this, too, under the en- 
tire control of those who hold the money. That section, I say, should 
be revived with this additional provision — a requirement that that shall 
be done which the Secretary then did in the exercise of his discretion — 
that there shall be one dollar of the currency in reserve for every three 
dollars of the deposit, and that the last deposit should be the first to 
which the option of the government should attach, the interest to range 
at not exceeding 5 per cent. Now, what would be requisite if the gov- 
ernment was to repeal the resumption law ? It would be to order that 
the greenbacks should be taken for customs; to order that as fast as 
the national-bank notes were returned to the Eedemption Bureau for ex- 
change the same amount should be deposited in bullion or coin in the 
Treasury ; to create a reserve that would in time secure an equivalency 
between coin and paper, and that United States notes be issued for a 
like amount, and that that return of mutilated notes and issue of United 
States notes should go on without disturbing the privilege of the banks. 
In other words, the privilege of issue should continue with the banks 
as long as the notes lasted. As a part of the same legislation. Congress 
should at the same time repeal the national-bank tax ; because the system 
has valuable privileges, and, if the national well-being requires that 
such privileges should be surrendered, the government should, as far as 
practicable, compensate the holders of such privileges, no matter how 
such holders obtained them. I think that a law embodying provisions 
such as those to which I have just adverted would inspire such confi- 
dence among the whole people that the result would show just as much 
money on a par with coin as the business of the country might require 
and with a volume of notes even less than that which we now have. 

Mr. HABDENBEBaH. In other words, you would wipe out the national 
banks, lock up coin, and make the government the instrument of issue ! 

Mr. PuLLAN. No ; I would not pass any law that would wipe out the 
national banks. I would simply require that, instead of receiving bank- 
notes in return for the notes which they send for exchange, they should 
receive the bond they have deposited against that note in return for the 
note ; that the government would issue its own notes with a dollar of 
bullion (for each dollar-note so issued), and placed in a reserve to bring 
the whole of United States notes to approximate par with coin as soon 
as practicable. 
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Mr. Habdenbebgh. Where are you going to get all that bullion ? 

Mr. PuLLAN. By the notes that are issued for it. 

Mr. Hardenbergh. You could not get it from Europe, and there is 
not enough gold in this country for the purpose. 

Mr. PuLLAN. It would be a slow process because it would be only as 
the notes came in. 

Mr. Hardenbergh. Then the people would have no coin ? 

Mr. PuLLAN. The people would have no coin, bat the people would 
have government paper which would be equal to coin. The public con- 
fidence, which would be an outgrowth of the system, with the fact that 
the paper is taken for all purposes, would cause that paper to be equal 
to coin everywhere. I do not say that it would be convertible into coin, 
but I do say it would be so nearly upon an equality with coin that the 
whole people would take it. Now, if the system of the depository, of 
which I spoke, was established, so that as the deposit increased the 
United States notes would have to go into the reserve, the quantity of 
notes would be withdrawn, and that of itself, and the accumulation of 
coin in the Treasury, would bring the notes up entirely to par. It would 
be the currency of the country, and it would be the currency of the world. 

The Chairman. You say that for every greenback substituted for 
bank-notes a dollar of coin should be placed in the Treasury. Do we 
understand that you think the value of the greenback depends upon its 
being convertible into coin ; if so, where will $350,000,000 come from 
when all the bank-notes are retired? 

Mr. PuLLAN. I am not to be so understood. I hold that the green- 
back is essentially money, just the same as coin — both are of the same 
creation ; and further, that neither nor both constitute the only money, 
but are, besides being money themselves, the measuring units and repre- 
sentatives of all other descriptions of money. Money is simply power, 
and the legal-tender (whether of metal or paper) is the representative 
and symbol of that power, created by the sovereign, thus making it an 
irresistible power by the silent operation of law. It is this money and 
not currency that measures the value of property. The currency is only 
the representative of this money and the measure of its quantity, and the 
office of gold and silver is to preserve uniformity between the currencies 
of different countries. The money now existing in commercial nations 
consists almost entirely of individual and corporate credits. The cur- 
rency representing it should also consist of credit, of bills of credit 
(the present legal-tender notes) emitted by the government, and either 
interconvertible into a public credit bearing such a rate of interest pay- 
able in the precious metals as would cause the credit and consequently 
the currency convertible into it to be equal in value to the metal itself 
in the markets of the world, or convertible directly into gold and silver 
by the state's use of its own credit, under such an organic law as would 
secure such convertibility under all circumstances, and where the quan- 
tity would be regulated by the laws of trade, and not be subject to the 
caprice of either legislators or bankers. 

With this understanding of the nature of the greenback, the balance 
of the question can be more readily answered. I think that the passage 
of a law that would advertise the world that the government had re- 
versed its policy, and initiated measures that would perpetuate the legal- 
tender currency instead of bank-notes, or any legislation that might 
clearly look in that direction and prevent the possibility of further 
contraction at this time, and which would commend itself to the exist- 
ing national banks, would restore confidence, such enduring confi- 
dence as would not make it necessary for the maximum of the coin 
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reserve to be more than $100,000,000, and that this, with the minimum 
of $50,000,000, would preserve the perfect equivalency of the two forms 
of government currency without reducing the present volume of circu- 
lation. 

My suggestion did not involve convertibility, only equivalency— just 
what the Secretary of the Treasury is groping after. I believe (under 
proper conditions) that can be better preserved without convertibility 
than with, for unless there be nearly if not quite as much coin as paper, 
the power to convert impairs confidence, and when the disparity between 
the quantity of coin and paper is very large, destroys it. 

After confidence was restored and harmony of action had been secured 
between the banks and all other interests, and equivalency established, 
without the state indicating its power and placing it in the hands of 
those whose latent selfishness, cupidity, avarice, and remorseless greed 
would be kindled, and whose highest pleasure is in exercising and dis- 
playing any power with which they are clothed; I say after all this there 
would be time enough to consider whether it was good policy to attempt 
to make certainty more certain. The bankers, whose calling has given 
them a keen appreciation of the value of confidence, after they have 
relinquished all hope or idea of monopolizing the circulation, will be the 
last men to consent to try experiments and disturb a state of enduring 
equivalency by attempting or insisting upon legal convertibility to meet 
the hypercritical demands of doctrinaires who insist that there can be no 
perfect equality without the right of redemption, a fact requiring no 
more proof than that no force, however great, can draw a cord accurately 
straight. As, however, a cord can be drawn straight enough, so a govern- 
ment currency can be made convertible enough for all practical purposes. 

The difference between a convertible currency without legal converti- 
bility and one with legal convertibility lies in this : that the gov^ern- 
ment in one case is master of the situation, in the other its slave ; that 
every citizen knows beyond the shadow of a doubt that the government 
can, under all circumstances, meet every obligation the law imposes in 
one case, while in the other it is not only doubtful but altogether prob- 
able that it cannot ; that in one case a condition of equality is created 
that invites the exchange of coin for paper by every citizen of the repub- 
lic — as was the situation in France for years before the date the right 
of redemption was declared, when the holder of the paper had no right 
to demand such exchange either from the government bank or the citi- 
zen — while in the other the law gives not only the citizen but every 
alien the right to insolently demand such exchange, even though the 
demand was the execution of a criminal purpose to break the Treasury. 
Any one can see the vast difference that must exist between the confi- 
dence inspired by one state of facts and the other. 

The Chairman. How long do you think the bank notes would last, 
and how could there be any increase of government notes when the 
wants of business required an increase beyond the present volume of the 
circulation ? 

Mr. PuLLAN. They would last much longer than they do now, because 
they would be held in the reserves (which the law should permit). As 
there would be no longer any antagonism between the United States 
notes and the bank notes, they should be treated the same in all respects 
so long as the latter continued, thus making the paper-circulation homo- 
geneous. 

The increase of notes could be made by the government buying its 
own bonds when their purchasing power would be equivalent to that of 
coin in the purchase ; when it was not there would not exist a necessity 
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for the increase. That equivaleDcy could be maintained by either of two 
ways : by having the notes convertible into a bond bearing an interest 
that causes the bond to be par in the markets of the world ; or by having 
the Treasurer and assistant treasurers exchange coin for notes on pre- 
sentation whenever the reserve in the Treasury was not below the mini- 
mum established by law, and making it imperative upon the Secretary 
of the Treasury to sell bonds in the open market to restore the reserve. 

Just here is seen the advantage of the principle of Judge Kelley's inter- 
convertible bond. It was most successfully applied by Secretary Chase 
in the operation of the temporary-loan law. To reap all the benefit of 
an exclusive government currency that law should be re-enacted, with 
such amendments as would compel all Secretaries to do what Mr. Chase 
did. If funding was immediately stopped, as it should be, and that law 
revived, the whole of the unfunded debt would be taken by the banks 
and the people at an average of not to exceed 4J per cent, currency- 
interest. A large sum would be taken directly by the people if oppor- 
tunity was afforded through the agency of assistant treasurers and 
money-order post-offices, but far the larger portion would be taken by 
the banks for their reserves, and by savings-banks, insurance compa- 
nies, &c. 

After this took place a panic or convulsion would be impossible. The 
banks and people could get whatever money the wants of business 
required by presenting their certificates ; and when those wants subsided 
the United States notes would be returned to the Treasury and new cer- 
tificates taken. 

During the operation of the temporary-loan law, of the hundreds of 
millions deposited, only between 1 and 2 per cent, was by individuals 5 
the balance was by the banks. The experience of the banks of the city 
of New York in 1863, when their deposits in the temporary loan pre- 
vented a panic, would not likely be disregarded by them now if opportu- 
nity should offer by the revival of such a law for a like investment of 
a portion of their reserve. 

The Chairman. Would such a modification of the resumption law as 
you suggest afford the relief the country needs, and could effect be 
given to the views advanced without the paper currency being legal 
tenders to which Constitutional objections might be interposed? 

Mr. PuLLAN. It would not give such relief. It would be only a half- 
way measure at the best, even if the law was administered by a friendly 
hand. It would be mischievous 5 if not, such a law would be rather a 
suspension than a resumption law. There is only one circumstance that 
would invite its passage, and that is, its being the only measure of 
defense against a public enemy. If there be such an irresistible power it 
would be better to capitulate on such terms than unconditionally sur- 
render ; better to take half a loaf than no bread. The necessity of 
Congress to stultify itself at the dictation of the bank power should be 
sufficient cause to seek its destruction at this time. 

Full effect could not be given to a government currency without that 
currency is uniformly legal tender. As the necessity for an exclusive 
government currency manifests itself, so also will the doubts about the 
constitutionality of the legal-tender quality of the issue be removed. 
The advance in this direction may be recognized in the declaration by 
one of the ablest lawyers in the public councils, and one of the most 
conservative of men, that the greenback is the Constitutional currency 
in times of peace as well as in times of war. The true meaning attached 
to the word money, in 1789, must interpret the grant of power to coin 
money. That and the prerogative of sovereignty to issue bills of credit 
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will, when bank inflaence is gone, be accepted as good grounds for the 
issue of the currency in two forms — coin and notes — the one to be 
equivalent to the other. The necessity of the paper money being issued 
exclusively by the government appears greater than that the coin should 
be so issued, because, by the laws of other countries, the metal of which 
the coin is made has already a monetary value, while the paper of which 
all paper money, greenbacks, and bank-notes, is made is worthless, and 
the value of the money is governed by the impress made upon it. With 
how much more care, then, should the paper be issued than the metal! 



Vieios of Mr. George S. Coe^ president of ihe American Exchange Bankj 

New York. 

Washington, D. C, April 26, 1878. 

The Chairman. Are you aware of the provisions of the resumption 
act of 1876? 

Mr. CoE. Yes, generally. 

The Chairman, You and gentlemen who think with you were gen- 
erally agreed as to the propriety of that measure at that time t 

Mr. CoE. We were, I believe, quite unanimous. 

The Chairman. What was your construction, and that of those 
whose views you represent generally, as to the redemption, cancella- 
tion, and destruction of the greenback issue after the 1st of January, 
1879? 

Mr. CoE. We supposed that the greenback issue would virtually 
terminate as an active circulation, and that it would be gradually 
absorbed — that the government would retire from the particular busi- 
ness of issuing circulating notes. 

The Chairman. In other words, your idea of that act and of its in- 
tention was that after the 1st of January, 1879, what is known as the 
greenback circulation should be, when brought into the Treasury, re- 
deemed in specie, canceled and destroyed, and never reissued ! 

Mr. CoE. Our idea was that the business of the currency, as it is 
called (issuing notes), would return to what we supposed to be the nor- 
mal condition of commerce — that is, return to the banks, as in other 
countries, and as in this country before the war. 

The Chairman. And that, of course, as these notes were brought to 
the Treasury they would be taken out of circulation, redeemed, and 
canceled? 

Mr. CoE. Either funded or paid. That was the general idea. It was 
based in some respects on this fact, that when Secretary Chase inaugu- 
rated the national-banking law he limited the circulation to three 
hundred million dollars, a sum which was then supposed to be about 
the average requirement of the country. The national-currency law 
seemed therefore to contemplate, after the war, a return to that condi- 
tion, and we accepted that as the general idea. 

The Chairman. So that at the time of the passage of the resumption 
act in 1875, or soon thereafter, the idea was that we would have a paper 
circulation issued by the banks alone, and that it would probably not 
exceed four hundred million dollars? 

Mr. CoE. Three or four hundred millions. 

The Chairman. Your idea was that that would be about all the 
paper circulation needed for the country, and about as much as we 
should have gold to float ? 
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Mr. GoE. About that sum. 

The Chairman. Is that your opinion now? 

Mr. Cob. That is my opinion now. I justify that opinion from this 
fact, that in Great Britain, whose commercial affairs are larger than 
ours, something like sixty million pounds sterling constitute the aggre- 
gate paper circulation. 

The Chairman. Now it seems to me that the proposition is very 
much changed, so far as the views of the Secretary of the Treasury are 
concerned. 

Mr. CoE. It seems now to have a new aspect. 

The Chairman. That is, that instead of having, say, four hundred 
millions of paper money in the country we will have about six hundred 
and twenty millions f 

Mr. Cob. Six hundred and twenty millions and the coin also. 

The Chairman. The question, therefore, is^ is there anything in the 
present condition of the country, or in the immediate prospective condi- 
tion of the country, that justifies this change of basef In other words, 
can we sustain at a convertible rate the six hundred and fifty millions 
of paper circulation (one-half of which you thought in 1875 would only 
go in circulation)! If so, what condition of things has arisen to 
authorize that change of opinion ? 

• Mr. Cob. What views the Secretary of the Treasury has in that re- 
spect I do not know. I have never conversed with him at length upon 
that subject. 

The Chairman. I judge of that from the interview we had with him. 

Mr. Cob. For my own part, I cannot see how a compalsory circula- 
tion can coexist with a circulation which is voluntary, in regard to re- 
demption. If the Treasury opened its doors today for resumption and 
allowed circulation to take its own natural course, my judgment is that 
six hundred millions of dollars will not be the amount that will naturally 
stay out. I believe that the demands of the public, and of commerce in 
its healthy operation, upon a coin basis, woald make the currency recede 
from six hundred and fifty millions to something like that which we had 
before the war, taking into consideration, of course, the growth of the 
country as one of the elements of the problem. I should not like to say 
dogmatically what amount the paper circulation would assume, but I 
say that it would not be six hundred and fifty million dollars. My judg- 
ment is, therefore, that if you remove the restraint of the legal-tender 
act, coin will take the place of a large proportion, if not of nearly the 
whole, of the legal-tender notes. 

The Chairman. Do you mean by that that in your opinion the legal- 
tender notes will be as dead stock, and will not be used at all for circu- 
lation ? 

Mr. Cob. Not entirely, but to a great degree; they will naturally return 
to the Treasury for coin. 

The Chairman. Would it not be more reasonable to suppose that 
both gold and legal-tender notes would go into circulation, provided 
there is interchangeability, and that prices of commodities would be 
thereby very much increased? 

Mr. Cob. Ko, sir ; they would not go into circulation unless one of 
two things should happen. If you add the two hundred millions of 
coin to the circulating notes, either prices must rise in that propor- 
tion to absorb them, or, under the voluntary operations of commerce, 
the notes would recede until prices remained at the gold standard. In 
other words, gold prices would naturally create what would be the gold- 
redeemable currency. 
H. Mis. 62 14 
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The Chairman. Bat, if the legal-tender notes are eqaally good for 
all purposes, as Mr. Sherman desires that they shall be made, would not 
that, of itself, keep them in eircnlation, to say nothing about their 
greater convenience in the ordinary transactions of business t 

Mr. CoE. No, sir. There is an intrinsic difference between the two 
things. The government currency, or the legal-tender currency, never 
could have had existence to any extent except by the force of the legal- 
tender act. We are cognizant and familiar with the origin of those 
notes and may learn from that experience. Most of us here were actual 
participants in the events relating to them originally, and it may illus- 
trate the subject to tell you what the financial operation was at the start. 
When we were on a specie basis, as we were in 1861, the banks began 
to lend to the government, and did lend it one hundred and fifty mill- 
ions of coin. This was paid into the Treasury by installments of about 
five million dollars a week. The banks were going on and taking 8um$ 
of fifty millions each of government bonds, paying for them five million 
dollars a week. This was in August, 1861, after the battle of Ball Bun. 
The whole country was then on a specie basis. We had in our banks, 
in three cities that were organized for the purpose of those negotiations, 
sixty millions of coin, which was a very large sum for our then expe- 
rience, and was adequate for all required purposes. There was supposed 
to be in the country at that time at least as much coin as now, say two 
hundred and fifty millions. That coin, thus paid by the banks, went 
into the subtreasury and was there disbursed to the people. The great 
expenditure for war purchases sent it back immediately to the banks; 
and, in one week, we were in possession of the same money and ready 
to pay it out again. These operations with government created 
an undne activity of coin circulation. Mr. Ohase, then Secretary 
of the Treasury, issued, in 1861, twenty-five million dollars of what 
he called United States Government demand notes, which were not 
then a legal tender. When these notes were presented to the banks 
by parties who received them in payment of supplies to the Army, 
the question at once arose whether banks could take them on deposit We 
asked, ''Are they redeemable in coin at the Treasury F The reply was, 
" No 5 the Treasury has no coin except what the banks are furnishing 
for loans." Consequently we conld not take an irredeemable currency 
and be subject to drafts for coin. The second twenty-five million dollars 
of that issue produced a decided embarrassment among us. Here was 
an irredeemable circulation by the side of a redeemable one. It was 
like Pharaoh's fat and lean kine. Being compelled by force of events 
to receive these notes, the banks of necessity stopped payment in coin 
in December, 1861, because they could not take an irredeemable currency 
and be subject to a coin response for it. Consequently, in order to 
make the new notes pass as money, it was necessary that they should 
be made a legal tender ^ and they were so made; afterward, that 
currency became permanent. Now the answer to your question, as to 
the amount of currency that can be kept afloat on a specie basis, is 
somewhat illustrated by that fact, and the difference between the two 
currencies is also shown by it. Here was a currency emitted by the 
government which had no assets to meet it. Let me present that to 
your mind more clearly. The Treasury of the United States issues an 
amount of paper promises, but it has no assets in hand to redeem them. 
If it should make up its account current after it had emitted the first 
hundred millions, what would the account be *? Liabilities— one hun- 
dred millions ; assets — the power of taxation ; but no money. If, how- 
ever, a bank issues one hundred millions of currency, its assets would 
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consist of the notes of commeree which are taken for snch cnrrency, 
and which, as they represent commercial prodacts, are exchangeable for 
the notes themselves or for the coin equivalent, and therefore they con- 
tain an offset one against the other ; and the revolatiou in snch trans- 
actions by an exchange is perfect and complete, becanse there is a lia- 
bility and an asset at coin prices. Not only the notes themselves, but 
the merchandise they represent, have the coin valne. 

The Chaibman. Yon think tiiat that is a good deal better than the 
power which the government has to extract from the people whatever 
the government requires for the parpose of its operations f 

Mr. Gob. Yes, sir ; because the power thns to extract is a limited and 
contingent power, and the pow^ of merchandise is a present power* 
The one is fntnre and indeftnite, and the other is at hand. 

The Ghaisican. I want to know what reason (nnless this which yon 
give be the one) there is for snpposiDg that we can float six hnndred 
and fifty millions of paper money on two bnndred and fifty millions of 
goldf 

Mr. GoE. I do not believe yon can do it. I think that so large an 
amonnt can only be kept afloat by force of the legal-tender act: and 
that is a force which drives things beyond specie prices, and will 
derange matters again. 

The Ghaibman. Yon think that, with the legal-tender qnality of the 
paper, that might be done f 

Mr. GoE. It might be done, but it will compel suspension of coin 
payments as it did before. 

The Ghaibman. How f 

Mr. Gob. By forcing pnces up to such a degree that we shall ag^in 
be just as abnormal as we have heretofore been. 

The Ghaibman. In other words, if the present bank circulation be 
continned, and the legal-tender circulation be continued, and if gold 
and bills are exchangeable, the effect will be a very large increase of 
the prices of commodities, if all the paper currency and coin remain in 
circulation 1 

Mr. Gob. Either that, or the people, having had experience once of 
this very effect, which is the legitimate one, will abhor the experiment 
and will not resume active business. The legitimate effect is just that. 

The Ghaibman. What effect would a rise in the prices of commod- 
ities have npon the stock of gold in the country as to retaining it here 
or sending it abroad f 

Mr. GoE. Of course it would send it away. Whatever excess there is 
above specie prices will set the specie at liberty. It will be the cream 
from the top of the milk, and it will go off first. 

The Ghaibman.' If there be in circulation three hundred millions of 
greenbacks, three hundred and twenty-five millions of national-bank 
notes, and two hundred and fifty millions of gold, can the gold and the 
paper, in your judgment, be regularly maintained as convertible or 
exchangeable? 

Mr. COE. No, sir ; I do not believe that it can. My judgment is that 
it will operate in this way: In the first place, as I read the resumption 
law, it is not compulsory on the Secretary to pay out the legal-tender 
notes again. The law is silent in regard to them after redemption. He 
is required to pi'epare and provide means for resumption — that is^ for 
the payment of three hundred million dollars of legal-tender notes — but 
the law does not say that he shall pay them out again. 

The Ghaibman. The law, as I understand it, says to the contrary. 
It says that he shall redeem them ; and I undertake to say that when 
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a mau redeems his note he pays it and destroys it. But that is not 
the Secretary's construction of the law, and his policy, as I understand 
it, is to keep three hundred millions of greenbacks in circulation. 

Mr. Cob. I think that the practical operation will be this: That when 
the doors of the Treasury are opened for resumption, if coin be the me- 
dium and the measure of value all over the country, such an amoant of 
the Treasury circulation will go in for redemption as experience will then 
show cannot be kept afloat. That will be the exact test of the question, 
how much circulation the country can absorb. The question will settle 
itself, without any violence or extraordinary proceeding. It will natu- 
rally take care of itself. How far the circulation will recede I do not 
think any person can tell, but that it will come to the exact adjustment 
of coifi values (whatever that may be) is certain. But if the notes be 
then forced into circulation by the Treasury, it will occasion a continual 
contest of the government against specie payments and specie values. 

The Chairman. That will prevent our getting any additional circu- 
lation ! It will prevent any additional gold from coming to the country? 

Mr. OoE. Not at all. 

The Chairman. Do you think that gold would still come in ? 

Mr. CoE. Certainly. 

The Chairman. So that, in your judgment, it is not necessary to cur- 
tail the amount either of national-bank notes or of the greenbacks in 
circulation ? 

Mr. CoE. Neither one nor the other. It will curtail itself, if left firee. 
There is a law inexorable which underlies all this subject. 

The Chairman. Is there not a law just as inexorable as that, which 
is, that the cheaper circulation will, all the time, take the place of the 
dearer or more expensive circulation t Is not that a uniform law t 

Mr. CoE. That is the law of circulation. 

The Chairman. So that the effect of it will be that the gold will be 
hid away ! 

Mr. CoE. No, sir; not at all. If the redemption be perfectly free, and 
if what you call the poorer circulation be exchangeable for the better — 
for the gold — of course the poorer will be converted into the better. As 
between redeemable bank circulation and gold circulation, there is no 
difference, because they are interchangeable at all times, and also be- 
cause they are both property, or are based upon property which is con- 
vertible either into gold or into other property. 

The Chairman. You think, then, that the Secretary of the Treasury 
can safely resume on the 1st of January ? 

Mr. CoE. I do. 

The Chairman. With the three hundred and fifty millions of green- 
back circulation outstanding! 

Mr. CoE. Yes. 

The Chairman. Why do you fix on that limit, and why not let it stand 
as it is, if your law is true that when you get to the point that it will 
not be absorbed, it will be withdrawn from circulation t Why contract 
the greenbacks any further! We have got now three hundred and 
forty-seven millions of greenbacks out; why reduce them to three hun- 
dred millions, if the law which you spoke of is the rule ! 

Mr. CoE. So long as the circulation is to be the legal-tender compul- 
sory circulation, kept out simply by force of law, and not by force of its 
own intrinsic merits, you might as well fix it at tnree hundred and forty- 
seven millions, or at ten hundred and forty-seven millions. It is all 
arbitrary. There is no logical or commercial point which you can fix as 
the limit of a compulsory circulation. 
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The Chairman. So that, as I understand your views, it is not at all 
necessary that there should have been a contraction of the original 
amount of greenbacks ? 

Mr. CoE. Of course the nearer you approach redemption in coin, t h 
more contraction will go on, until the coin equivalent is reached. My 
idea, and I think the idea of any person who studies the subject, is this: 
that this circulation of the government being a compulsory loan with- 
out interest, something which commerce in its healthy condition did not 
originate and would not retain, that it will as naturally flow in as it 
exists, because it never came out naturally, but by compulsion. It was 
an obstacle originally to a redeemable currency, and from its nature it 
always will be. 

The Chairman. Then it all depends upon the fact that the circulation 
is compulsory by law t 

Mr. CoE. Yes; had it not been, there would have been no necessity 
for such a law. 

The Chairman. But suppose it is not compulsory by law, but volun- 
tary with the people, would that affect your views in any way t 

Mr. Coe. No, sir; you cannot tell what is voluntary with the people 
until you withdraw all restraint and let the people do as they please on 
the subject. Then you will find out what is voluntary ; but it is now 
involuntary. 

The Chairman. That is, the circulation is made involuntary by law ? 

Mr. Coe. Exactly, and the best way to test the question, how much 
and what sort of currency is needed, is to try the people after the 1st of 
January, 1879 ; and then you will find exactly how it will be. 

The Chairman. That is, you think the people will prefer the gold to 
the paper ? 

Mr. Coe. They will, if the circulation prove to be in excess at gold 
prices ; not otherwise. 

The Chairman. Do you hold that any considerable amount of the 
gold will be hoarded or hid away ? 

Mr. Coe. Ko, sir; on the contrary, resumption tends to bring out all 
hidden coin resources. 

The Chairman. In the history of this or of any other specie-paying 
country — Germany, France, or England — do you know any country 
where so small a base of coin is used for so large an amount of paper as 
will be in this country on the 1st of January, 1879. 

Mr. Coe. Yes. I think our base for resumption is greater, relatively, 
than that of England was when she resumed in 1821. It appears to me 
that we overlook one very important factor in this problem ; and that 
is that gold is not the chief support of resumption, but property and 
other resources. Now, this country has this great advantage over any 
other that ever yet existed. We have an area capable of an untold 
amount of production of articles that are wanted by the Old World, and 
for which the people of other nations will exchange anything, even their 
gold. These are our great resources for resumption, and that these 
resources exist has been shown for the last two or three years in the 
large balances of trade in our favor. I think that the country, left to 
itself unobstructed, might have resumed before, in the natural course of 
things. It would, if there were no law at all but the law of trade, which 
requires every one to pay what he owes, and if there were no legal 
restraints in regard to money- 

The Chairman. And stay resumed ? 

Mr. Coe. Yes, sir ; and stay resumed. 
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The Chairman. Then it does not depend so mnch upon the amoant of 
specie basis that we have got as apon our immense resoarces? 

Mr. GoE. Yes, upon both ; and apon the relative condition of other 
conntries with ours. 

The Chairman. Has that condition relatively changed so mnch within 
the last twenty years that it can be relied upon as a safe resoarce ? 

Mr. CoE. I think it has changed very mnch. 

The CHAIRMAN. Has not the condition between imports and exports 
been produced principally by the poverty of the people, by their inability 
to purchase the comforts and luxuries of lifef Has not that been the 
chief cause of the smallness of our importations ? 

Mr. CoE. I think not. The country, as a whole, never in ks his- 
tory had such wealth of resources of every kind as it has now. It is 
traversed in every direction by 76,000 miles of railroad, which reajoh vir- 
gin soil never before placed under cultivation, and which is daily aug- 
menting in regard to its productive power. We have stimulated an 
industry which produces all kinds of utensils, tools, and articles that 
used to be exclusively imported. We have developed an inventive force 
which applies to agriculture ; machinery that is producing untold values 
at a minimum rate of cost. So that the country itself is reached in its 
vast area as it never has been reached before. It is exposed in every 
direction to commercial influences, and it has the power of producing 
all things required by human beings such as no other country ever had. 
It is unparalleled in that respect. Now, tl^re is no doubt that the 
economies which you speak of have been enforced ; but that is one of 
the reasons, and will also be a great means of recuperation. The infla- 
tion of paper circulation turned away from production into trade an un- 
due proportion of our people, who saw in the consequent advance of 
prices the way of securing sudden wealth. But so soon as the tide 
turned, and contraction began, economy again set in, and that has re- 
stored the people again to their original pursuits, and particularly to 
agriculture, wherein is our great hope. 

The Chairman. Is it not true of the American people more than of 
any other people on the face of the earth, that pros^ierity ordinarily 
leads them to look after their comforts and luxuries ? 

Mr. CoE. Yes, sir. 

The Chairman. That necessarily begets an increase of importations 
to a great extent t 

Mr. CoE. Yes, sir. 

The Chairman. And in my judgment it is the poverty of the people, 
their inability to purchase, that has caused, to a great extent, the de- 
crease of importations. 

Mr. Cob. Undoubtedly. 

The Chairman. Now, whenever prosperity takes place, these impor- 
tations increase. I will not say that the exports may not increase also 
to some extent ; but that the large gap between the aggregate of impor- 
tations and of exportations will diminish is as certain as that prosperity 
begins. Does not that accord with your experience f 

Mr. CoE. I suppose it is naturally so. 

The Chairman. So that when prosperity sets in, and when prices ad- 
vance, importations will increase, even if exportations do not decrease, 
because the very class of men who are now driven to production will 
stop work and go to trading, and the rise in prices will cut oflT exports f 

Mr. CoE. That is undoubtedly true as a general fact. But I think 
that there should also be kept in view this other fact, that such a revel 
of luxury as we have had in this country for the last fifteen years (you 
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■ligbt almost call it a carnival), duriug which all of as have raised the 
tone of oar carrent expenses to a point at which we never had any ex** 
perience before, has been very exbaastiug to the coantry. We have 
spent more than we earned. We were deceived in regard to our expend- 
itures by the fact thattwe supposed we had real money of commerce, 
when in fact we had not. We have been simply expending legal-tender 
notes, which now prove to have been not money in hand, bat debts to be 
paid. Now, the process of resamption is a process of realities. We 
see jast what we can spend ; and the coantry is not going to ran at 
once to the summit of great expenditures as before. We shall all go 
back to the place of departure, and continne on the plane of reasonable 
expenditures, snch as you and I, sir, were accastomed to practice in oar 
earlier life — before the war. That coarse will generally prevail, and it 
may continue long enongh to set as back to a healthy and honest con- 
dition of things, and prevent so immense and sadden a revolution as you 
seem to apprehend. 

The Chairman. Then, if I correctly understand your views about the 
ability of the government to resume, the specie basis is not a matter of 
so much importance as the experience we have had in economy, and the 
greatly diversified capacities of production in this country f 

Mr. Cob. 1 think so. If you look at the attempt at resamption in 
Great Britain in 1818 you find that it was commenced at a time when 
the exchanges were against that country (as here they are not), and it 
failed. It was repeated in 1821, when the exchanges were .the other 
way, and it succeeded, because daring the three or four years that inter- 
vened all those natural and healthy influences had set in. 

The Chairman. It seems to me that there is one great element in this 
question which you gentlemen do not sufficiently take into considera- 
tion ; that is, that then Great Britain was the great creditor nation of 
tl^ world, whereas we are attempting to do that which no debtor nation 
that I know of in the history of the world has ever been able to do. 
There is the rock on which we are going to split, in my jadgment. 

Mr. CoE. Unfortunately, our foreign debt consists largely of railroad 
bonds and of securities and debts that have come to grief, so that the debt 
to be paid is not so enormous, when compared with this period of history, 
as it was in Great Britain. 

The Chairman. I suppose that a great amount of these debts have 
been sponged out T 

Mr. CoE. Yes, sir ; unfortunately they have. 

The Chairman. Still our foreign debt is a large element to be con- 
idctored in the question of prosperity. 

Mr. CoE. Our whole debt abroad is about $1,000,000,000. 

The Chairman. Ernest Seyd says that it is double that 

Mr. Tappen. I think that the statement made yesterday by Mr. Bliss 
was about as accurate as you can get it. He put the amount of our 
debt held abroad at about $950,000,000. 

Mr. Phillips. Does that include the indebtedness of our railroad 
companies held abroad ? 

Mr. Tappen. Yes ; and includes all the corporate indebtedness which 
is good, and on which interest has to be paid. It is all about 
«950,000,000. 

Mr. Bell (to Mr. Coe). What is your estimate as to the amount of 
ear corporate indebtedness held abroad, that is not good ? 

Mr. Cob. I suppose that about $600,000,000 of our corporate indebted- 
ness has really gone out of existence, and never will rise again. 

The Chairman. Yon do not mean by that that it will pay nothing ? 
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Mr. CoB^ I do. I doubt if the railroad securities, in this estimate, will 
ever pay an jthiug. I do not give that as the amount that is held abroad, 
but that is the aggregate amount of such railroad securities. 

Mr. EwiNa. About how much of that is held abroad f 

Mr. CoE. I should think more than half. 

Mr. SELiaMAN. Yes ; about one half. 

Mr. GoE. I think that the poorest sort of railroad securities have been 
sent abroad. 

Mr. Seligman. Yes. 

Mr. EwiNG (to Mr. Goe). You say that you think that after resump- 
tion the excess of paper money will necessarily retire itself, or be re- 
tired ? 
» Mr. Goe. Yes; much better than if we attempt any artificial process. 

Mr. EwiNO. Which of the two kinds of pai)er money will l>e likely ta 
be retired in that way ! 

Mr. Goe. I think that the government notes will naturally retire them- 
selves sooner. 

Mt. EvriNa. You say that there is a law which governs the amount of 
paper money that can be kept afloat in a country in reference to gold. 

Mr. Goe. Yes, sir. I do not know that there is a law in reference to 
the ratio ; I meant to say that there is a law in reference to the charac- 
ter of paper money that can be kept afloat. There is a vast difterence 
in paper money. 

Mr. EwjNa. Does not the experience of this country, and of other 
countries, furnish data for determining approximately the amount of 
paper money that can be kept afloat redeemable in coin, that is, the 
rate of coin to paper in any specie-paying country? 

Mr. Goe. No, sir; for this reason : that every country has a peculiar- 
ity of its own. France, for instance, has a circulating medium issued 
by but one source, the Bank of France. Its issue is about $500,000,000. 
You must remember, also, that the people of France do not use, as the 
people of the United States and Great Britain do, bank checks for cir- 
culation to any great extent. 

Mr. EwiNa. I am not speaking of the volume of currency in a coun- 
try, but of the ratio of specie to paper in a specie-paying country, what- 
ever the volume may be. I was asking you whether there was not sucb 
a concurrence of experience, abroad and at home, as to indicate that 
there was a law of relation between the amount of specie and the- 
amonnt of paper money that can be kept afloat in a country, redeema- 
ble in specie. 

Mr. Goe. I do not think that that law can be stated absolutely, but 
there is an approximation. 

Mr. Ev^iNa. Take our condition in 1857. Is there any reason to think 
that, after resumption here, the proportion of specie to paper, when 
things settle down, will be very difl'erent in 1879 and 1880 from what it 
was in 1857 and 1858? 

Mr. Goe. 1 think not. The law will be very much the same, taking 
into view the increased capacity of the country. 

Mr. Ev^iNa. In 1857 we had $214,000,000 of paper currency outstand- 
ing, and $281,000,000 of coin in the country f 

Mr. Goe. Yes, sir. 

Mr. Ewma. Assuming that the ratio of coin to paper in 1879 and 
1880 will not be very different from what it was in 1857 and 1858, we 
can come approximately at what paper currency we would be able to 
keep afloat in coin. We had in 1857 $214,000,000 of paper to $285,000,000 
of coin in the country. We shall have on the 1st of January, 1879,. 
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$647,000,000 of paper, and (according to the estimate of Uv. Linder- 
man) about $250,000,000 of coin in the country. D6 not these figures 
simply seem to indicate the extent, approximately, to which our circu- 
lation should be reduced to keep it redeemable in coin! 

Mr. CoE. It bears some proportion, bat you must keep in view that 
in 1857 the deposits were $230,000,000, which has not entered into your 
calculations. There is a constant tendency to recur from checks to cur- * 
rency, and from currency to checks ; sometimes one expedient is more 
convenient, and sometimes the other. 

Mr. EwiNG-. Including the deposits and currency in 1857, we had, of 
both combined, $444,000,000, and we had $285,000,000 of coin in tl^e 
country ; but in 1879 we shall have $1,257^000,000 in deposits and cur- 
rency combined, against $264,000,000 coin in the country. • ' 

Mir. CoE. In 1857 we had deposits to the amount of $230,000,000, but 
thev had gone down in 1858 to $186,000,000. In 1857 our circulation 
was $214,000,000, and it had gone down in 1858 to $155,000,000. The 
recession was very great, and the law of the thing (as you perceive) 
always is that when there is a sudden change from an inconvertible to a 
convertible currency there is a recession greater than the healthful con- 
dition requires, like the pendulum swinging to the extreme point until 
it comes back again to its equilibrium. In 1861, when the war began, we 
had $236,000,000 deposits to $194,000,000 circulation. You see, there- 
fore, that economy (or the sudden arrest of commercial operations) is ex- 
pressed by the eftbrt which is necessary to restore a healthful condition 
or resumption. 

Mr. EwiNa. I am trying to estimate the extent of the healthful exer- 
tion that will have to be made here, and therefore I want to make the 
comparison. 

Mr. GoE. I think your proposition should be stated in this way : what 
was the contraction between the period of suspension in 1857 and the 
period of resumption in 1858 T In other words, according to the rule 
of three, if so much recession took place from 1857 to 1858 on such an 
amount of currency, what would be the amount of recession in 1878 on 
this other amount! 

Mr. EwiNa. The recession from 1857 to 1858 was in order to get 
things back to their healthful relations to coin, was it not ! 

Mr. OoE. Yes, sir, entirely. 

Mr. EwiNa. 1858, therefore, shows the healthful relation of deposits 
and circulation to the volume of coin in the country. 

Mr. CoE. Hardly 1858 ; I think that two or three years should be 
allowed 

Mr. EwiNO. Well, say 1861. 

Mr. Cob. That is fair. 

Mr. EwiNO. Well; in 1861 that healthful relation was established 
with these conditions: $202,000,000 currency outstanding, and $459,- 
000,000 of currency and deposits combined, against $280,000,000 of coin 
in the country. The coin in the country being the governing element 
indicates the extent of the recession necessary, does it not ! 

Mr. Cob. I do not think that that is a perfect criterion. 

Mr. EwiNG. Is it not approximate ! 

Mr. OoE. I will admit it for the moment. 

Mr. KwiNa. If that be the governing element, the question is, with 
$264,000,000 of coin in the country on the 1st of January, 1879, how 
much will we have to reduce the paper circulation and the deposits com- 
bined, our present paper circulation being $647,000,000, and the paper 
and deposits combined $1,257,000,000! 
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Mr. Cob* I do not know how that proposition wonld work oat in fig- 
ures. Yon can work it by the mle of three. 

Mr. Ewma. It would leave us with a couple of hundred millions of 
paper in circulation. 

Mr. GOE. That is not a fair statement, because in 18G1, when we had 
$200,000,000 of circulation, our population was 30,000,000^ and now we 
have 42,000,000 or 43,000,000. You have to take that into view. There 
is a larger necessity for a circulating medium now than* there was then. 

Mr. EwiNa. I take it that the volume of currency redeemable with a 
given volume of gold in the country does not depend upon our necessi- 
ties but upon the size of the volume of gold. 

Mr. OoE. It does not depend really on the gold on hand, but on the 
resources of the country to procure the gold as it is wanted — ^the rela- 
tions of this country to other countries. That is an equally important 
element. 

Mr. Ewnca. When we make t^e recession necessary to the situation as 
it exists in 1879, and thereafter, of course our increase of gold will help 
us. But I wish to know what extent of recession we must make in 
order to accommodate circulation and deposits to the quantum of gold 
that wo then have. I think that we have the data here for determining 
it under the law which you have mentioned. 

Mr. GoE. It is impossible to determine that. We must be governed 
by our former experience on that question. History will repeat itself 
as surely as it is possible on this question. 

Mr. EwiNa. I have no question at all about that. And your idea is 
that resumption can be maintained by withdrawing from circulation 
just that amount of paper currency that will be necessary in order to 
make it float redeemable in the sum of gold which the country is able 
to command. 

Mr. GoE. I think I can say yes to your proposition, as you state it. 

Mr. Phillips. You have stated that while France does business 
mostly with paper and coin we do it mostly with checks ; can you give 
the proportion of the business done in this country with checks f 

Mr. GoE. Ninety-six per cent, in New York. Let me explain that : 
Men have never substantially changed their original way of doing busi- 
ness ; that is, by giving one thing tor another. Trade is carried on at 
this day by barter just as much as it was when there were but few men 
living. Two commercial expedients have grown up in the progress of 
time. One was when men commenced selling by reference to money value 
instead of by directly exchanging specific things, and the other was 
when they began the use of paper instruments. For instance, here we 
are a little community in this room, we have our various industries, and 
all that we can possibly do, in the nature of things, is to exchange 
among us one article for another. If we were all to go on in one day 
and exchange by means of pieces of paper whatever we want to ex- 
change, and we come at night to a place called a clearing-house, where 
our papers areall counted up against us, we have transferred ourproperty 
between each other by means of pieces of paper containing written 
orders for the values of the various things exchanged ; we add up these 
papers, every article being estimated at what it is worth in money, and 
we find, perhaps, that the chairman proves to be a debtor. He has got 
more articles of value from us than we have got from him, aiKl he has 
to pay the difference in money. That is the whole system of a clearing- 
house. Many transactions of great value take place, and but a mnidl 
amount of real money is used in performing them. All legitimate paper 
money must thus carry the value of every article exchanged by it or it 
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is a bogus iustrnment. If there is introdaced, by the force of 
anything that changes the relations of sach paper instraments to^ 
coia yalae of what they transfer in trade (which tact must ever be 
termined by its convertibility into coin at pleasare], it compels one icu 
to take what he would not volantarily do. Of that nature is the falsy 
element in an enforced paper currency. Bemove that and the country 
will come back to its normal condition with as much power and cel^ty 
as a healthy man will revive in the open air. It cannot be prevented. 
Our self-imposed restraints are all the difficulties in the way. 

Mr. Phillips. You have just stated that these bank-checks and cer- 
tificates are a kind of currency. 

Mr. OoB. They are. 

Mr. Phillips. According to your statement of the business of the 
country 95 per cent, of it is done with checks. 

Mr. CoE. That is to say, that instead of passing money between the 
people they have used paper orders, as described, to the extent of 95 
per cent, of the aggregate business done among them, and, finally, 
the actual money used is in paying only the differences. That is, money 
resulting from the numerous transactions in trade. 

Mr. Phillips. But these bank-checks are currency ? 

Mr. Cob. Yes, sir. , 

Mr. Phillips. What is their coin basis f 

Mr. OoE. The things exchanged — that is, the value of them. If you 
transfer a horse to me worth $100, by means of a paper order on his 
keeper, and I give you another animal in the same way and of the same 
value, there is no money required. The value of that currency is the two 
animals. 

Mr. Phillips. When you draw a check in San Francisco on your 
bank in New York for $1,000, that check is floating for some time; 
what is the basis of it ? 

Mr. CoE. The article which I sent from San Francisco to New York 
to cover it. 

Mr. Phillips. Suppose nothing has been sent? 

Mr. Ode. Then it is a bogus check ; it is a fraud. 

Mr. Phillips. Do you mean to say that all the bank-paper drawn is 
not drawn on the credit of the house that draws it f 

Mr. Cob. No, sir ; that would be clearly legal tender, private paper. 
No bill of exchange can be drawn unless against something shipped or 
transferred to pay it, and all honest paper transactions are in the nature 
oi bills of exchange. 

Mr. Phillips. But my impression is that these checks are drawn on 
the credit of the drawer. 

Mr. GoE. No, sir ; but on the credit of the fact that the drawer has 
sent something of equivalent value to pay for them. That is all the 
credit that there is in it ; that is the final truth. If there was not some- 
thing on which to draw the check could not be paid. 

Mr. Phillips. You have stated that you think there must bo a re- 
duction of the present volume of paper currency before there is safety I 

Mr. OoE. Yes, sir. 

Mr. Phillips. Do you think that we ought to retire the legal-tender 
notes rather than the national-bank notes from circulation ? 

Mr. Ode. We need not make that election. If you will open your 
Treasury doors the public will take care of the question. 

Mr. Phillips. Which do you think it will be safest to retire, the na- 
tional-bank notes or the legal-tender notes T 
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Mr. CoE. If you ask me which I assame will be naturally withdrawn 
I will tell you. 

Mr. Phillips. Very well. 

Mr. GoE. UDquestionably the lefiral-tender notes. 

Mr. Phillips. Has not the legal-tender currency been a better meaDs 
of exchange than the national bank currency ! 

Mr. COE. No, sir. 

Mr. Phillips. Do you not, in your clearing-house, require legal-ten- 
der notes to be the basis of transfers and not national-bank notes ! 

Mr. CoE. That is because the law compels us to do it. 

Mr. Phillips. Do not legal-tender notes be sometimes in demand ! 
Has it never occurred that there has been a premium on them ? 

Mr. CoE. I do not know but it has occurred. If it has it is because 
the legal-tender note is made money by force of law. 

Mr. Phillips. Whatever it be, you admit that legal-tender notes are 
more valuable in the clearing-house than national-bank notes? 

Mr. Cob. No, sir. 

Mr. Phillips. Then why should they be in demand f 

Mr. GoE. I do not think that they are in demand. There is really no 
difference between them intrinsically, as I have already explained ; the 
bank-note is the best, because it is based on commercial property, for 
which it is given in addition to the government debt. 

Mr. EwiNO. And the legal-tender note is based upon the promise of 
the people. 

Mr. GoE. Yes ; but that is not commercial property. The bank-note 
has that also and the property besides. 

Mr. EwiNG. The bond on which the national-bank note is issued is 
only a promise. 

Mr. Gob. I know that; but it is issued also against commercial value 
in exchange. 

Mr. Phillips. You have heard of this sale to the syndicate of 
$10,000,000 of ^ per cent, bonds ! 

Mr. GoE. Yes, sir. 

Mr. Phillips. Do you think that after May the Secretary would not 
have a demand for 4 per cent, bonds f 

Mr. GoE. No, sir ; not sufficient. 

Mr. Phillips. Sufficient for what purpose ! 

Mr. Gob. I have been fearful all the time that the Secretary of the 
Treasury was not earnest enough in his desire for resumption, because 
he has insisted on selling bonds at 4 per cent, interest, and would sell 
nothing else. I do not believe that the credit of the country now, in 
Europe and at home, is sufficient to float a 4 per cent, bond to the extent 
of insuring the money for resumption. I have no idea that it could be 
done. 

Mr. Phillips. We have never been able to draw any amount of coin 
from England, during our history. Do you think that we can draw 
$50,000,000 in gold from European countries for this $50,000,000 of 
bonds! Is there any hope or possibility of it? 

Mr. Gob. I think that we shall draw all that is needed, by degrees. 
Yon do not require all that coin immediately. 

Mr. Phillips. Then what is the use of selling the 4^ per cent, bonds 
to get it f 

Mr. Gob. Because the sale of 4^ per cent, bonds will get it, and the 
sale of 4 per cent, bonds would not. 

Mr. Phillips. Will we get it by selling the ^ per cent, bonds ? 

Mr. GoE. I think so. 
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Mr. Phillips. You tbink w6 will add thereby to our stock of gold ? 

Mr. OoE. I believe so. 

Mr. Phillips. Do you thiuk that it will bring us $50,000,000 of gold 
coin from Europe t 

Mr. GoE. Yes, sir; I think it will gradually do so. 

Mr. Phillips. In the experience of the history of this country, have 
we a single thing that gives us reason to believe that we can draw fifty 
millions of coin from Europe? 

Mr. GoE. I do not know. I do not think that it is necessary to draw 
all that coin from Europe. Our own production of gold and silver is a 
very important item, and it is the same thing whether the bonds are 
sold here or in Europe, provided we retain the gold and silver produced 
here. 

Mr. Phillips. We exported on the avera^^je, for the past three years, 
forty-two and a half millions of coin more than we imported. 

Mr. GoE. You know the reason of that. The country has exported it 
because it was not money at home, and therefore was of no use here. 
We always sell that which is the least use to us. 

Mr. Phillips. It could be converted into money. 

Mr. GoE. Not here. It was not money for any practical purpose, and 
has not been money since the legal-tender act was passed. 

Mr. Phillips. But it could be converted into what could be used as 
money. 

Mr. GoE. It could be sold for legal-tender notes, but was not money 
here for any other purpose. 

Mr. EwiNG. I understood you to say that greenbacks are not money, 
and now I understand you to say that gold is not money. 

Mr. Gob. Greenbacks are not money intrinsically. They are made, 
by force, a substitute for money. 

Mr. Phillips. At one time it took $2.40 in greenbacks to buy $1 in 
gold, which fixed its value at that rate. If the law fixed the value of a 
greenback dollar, why not get a dollar in gold for it? 

Mr. GOE. The law can determine what you shall take for the dollar, 
but it cannot determine the value of it after you get it. 

Mr. Phillips. The greenback dollar has ranged from $2.40 until now 
it is at one-eighth per cent, discount. 

Mr. GoE. That was on account of the peril in which the country was 
at the time, and of the chance whether the greenback would ever be 
redeemed. 

Mr. Phillips. Had it no commercial value? 

Mr. GoE. None outside of the United States; it never had. 

Mr. Phillips. It must have had commercial value somewhere. 

Mr. GoE. None outside of the United States. 

Mr. Phillips. If the law fixed its value, it was always worth $1. 

Mr. GoE. The law has not fixed its value, but fixed the rate at which 
it must be taken for private debts. 

Mr. Phillips. Outside of that it has a value, being exchangeable 
for gold. 

Mr. GoE. 'So; this exchange never was made outside; it was always 
a home transaction. 

Mr. Phillips. What made the difference! 

Mr. GoE. The difference was the condition of the country. The day 
before the battle of Gettysburg it was a very grave question whether 
the country was to be saved or lost, and we stood with a great deal of 
apprehension and doubt wondering which it was to be. The debts of 
this country were just the value of that doubt; and whoever bought a 
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bond or a public note bought it with that peril before him. He ran the 
risk. That determined its value. But the government itself had the 
power over its people to say that, although this paper dollar is not worth 
over 40 centfl, you shall take it for a dollar. 

Mr. Phillips. Before the battle of Gettysburg the greenback was 
worth 40 cents in gold, and after the battle of Gettysburg it was 00 cents. 
It was not the law that did that. 

Mr. CoE. It was the fiat of the Lord himself that gave us that battle. 

Mr. Phillips. Then the fiat of the Lord has given value to green- 
backs. 

Mr. GoE. No, sir. The human law attempted to interpose its puny 
iirm over the law of the Lord in this ease. 

Mr. Phillips. The greenback had always a commercial value, beyond 
doubt. 

Mr. CoE. It always had an actual value as a debt. 

Mr. Phillips. Its actual valae now is within one-eighth of par. 

Mr. CoE. That is its commereiiU value. 

Mr. Phillips. Do yon think that the country has more currency to- 
day than it needs for its business t 

Mr. Cob. Yes, sir. 

Mr. Phillips. I understand Mr. McLeod to say that a country will 
have no more currency than it needs. 

Mr. CoE. And the test of that will be on the Ist of January, 1879. 
If you open the doors for redemption the counti^ will have just the 
currency that it needs, and you moy ascertain just what it needs by 
what it retains or what it redeems. 

Mr. Phillips. You mean, then, that, after the Ist of January, part 
of this circulation will be driven out? 

Mr. CoE. That is my judgment, if redeemable in coin. 

Mr. Phillips. You think that the legal-tender notes will be driven 
out of circulation ? 

Mr. CoE. I think that the tendency of the country will be to with- 
draw the legal-tendeir notes, to a greater or less extent. 

Mr. Chittenden. I should like to sum up your doctrine, as you ex- 
press yourself, or as you seem to me to express yourself. If I under- 
stand you, you believe that it is perfectly practicable for the Secretary 
of the Treasury to resume specie payment on the 1st of January next 
without any further legislation ? 

Mr. CoE. Much better than with any. 

Mr. Chittenden. And you believe that under the operation of natural 
laws the paper circulation will contract or expand according to the 
course and demands of trade! 

Mr. CoE. Yes, sir. 

Mr. Chittenden. And that, in case the resumption act shall result 
in the extinction of the greenback currency, we will have in the present 
bank-note currency all the circulation that the commerce of the country 
requires? 

Mr. Coe. I think so. 

Mr. EwiNa. Which can be redeemed in gold? 

Mr. Coe. Yes; which will be redeemable in gold. 

Mr. Ewma. And it can be maintained redeemable in gold ? 

Mr. Coe. Yes, sir. 

Mr. HABDENBERan. What do you think would be the effect of a fail- 
ure on the part of the government to continue resumption ninety days 
after the day set apart tor it! Would not the effect be more disastrous 
to the country than a temporary repeal of the law, leaving it, without 
any fixed date, to the natural operations of trade f 
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Mr. CoE. We have, of course, looked at the contingency of a failare, 
beoaase it is, after all, an effort, as I understand it, to restore what would 
be the natural state of things — what society itself, without any law or 
regulation, may of its own volition and free will deem the best thing to 
do for itself. That I call resumption ; because I think that all men agree 
that for one nation to be out of harmony in reference to its money, or to 
the measure of trade and commerce with other nations, is a grave mis< 
take. I answer that question in this way : That an effort to resume, 
even if it do not succeed, had better be made in the interest of the 
country, because it sets the whole country in preparation for an event 
which must sooner or later come ; and the eft<>rt to make it, even if it be 
a temporary failure, will bring us nearer to the preparatory condition 
than if we did not make the effort; and, in that case, we should follow 
just the experience of other naticms in the same circumstances* 

Mr. Haudenbebgh. Is there, to your mind, any probability that re- 
sumption can ever be practically accomplished by this country so long 
as the Secretary of the Treasury or Congress deems the requirements 
of the people to demand the reissue of these 347 millions of legal*tender 
notes ? Will not the volume of paper currency afloat be too great, and 
the demands on the Treasury too frequent, to enable it to sustain those 
demands in coin f Would it not be better, under the circumstances, 
either to leave the date of resumption optional with the Secretary of the 
Treasury, or else leave it to the natural operations of the laws of trade f 

Mr. CoE. I think not. Had the day never been fixed by Congress, I 
should question whether it was wise to flx a day. But it has been fixed ; 
and now that everything has been working to the point, to change it is 
simply to remit the whole country bock again to the uncertain condition 
which will float us away from that point, and we shall lose all that we 
have gained. I think it much better to continue the effort and let the 
trial ^ formally made, whether it succeed or not. 

Mr. HABDENBEBan. Will it cause any further contaraction of business 
between now and the 1st of January next ? 

Mr. CoE. I do not think it will. I believe that its effect has been all 
discounted, as we say in commercial terms. 

Mr. Habdenbebgh. Are not all operations between now and the 1st 
of January sext that are likely to be made, with a day fixed for resump- 
tie&^ made upon a coin basis ? 

Mr. CoE. Yes ; I think the whole country has prepared itself. There 
is much more in that idea than we think. That expectation constitutes 
a positive element in the power of resumption: the will of the people 
to do it. * 

Mr. Habdenbebgh. Capital is being hoarded and hid away waiting 
for some positive settlement of this question. Will capital be likely to 
make any new ventures and g\ve any new employment to labor while 
we are pushing on toward redemption rather than it would if the day 
were blotted out! ♦ 

Mr. CoE. I think that if the day were blotted out it would impair the 
confidence of capitalists in our institutions and would send the whole 
country in the other direction of doubt and uncertainty. 

Mr. Phillips. It has been stated by the press that when resumption 
occurs the gold will be forced into circulation and the currency thereby 
expanded. Is that likely to occur; is the gold likely to go into circula- 
tion f 

Mr. CoE. Gold will to a great extent go into circulation. 

Mr. Phillips. What proportion of the amount that is now locked up 
will go into circulation ? 

Mr. CoE. It will all go practically into circulation. 
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Mr. Phillips. Then it will not be held in snch a volume for resamp- 
tion purposes; if it goes into circulation it cannot be held in the Treas- 
ury f 

Mr. CoE. No, sir ; that is one of the points already involved in the 
question whether the legal-tenders would go in. If the law of com- 
merce would carry the legal-tender notes home into the Treasury, it is 
because they are not needed for commercial purposes. In that case the 
coin received for them will go in and out of commercial depositories and 
will circulate just as the blood circulates in a healthy body. It will not 
be kept where it will be idle and useless. 

Mr. Phillips. If the legal-tender notes are reissued may not this be 
repeated at times when the whole reserve is gone out 1 

Mr. CoE. Yes, sir ; there is the mischief of this reissue. If the legal- 
tender notes be reissued they will have to continue to be redeemed, and 
redemption will go on with as much activity, you may be sure, as the 
emission, if not with a little more. 

Mr. Phillips. Then, according to your theory, as the legal-tender 
notes were redeemed, they would have to be retired ? 

Mr. CoE. Yes. In other words, we believe that they will cease to be 
legal-tenders. My idea is that the law of commerce is a law which 
draws everything in beneficently, without compulsion, entirely by its 
voluntary action. But if you interpose (as the legal-tender act did in- 
terpose in reference to those notes) a new element, giving them a power 
and character which they had not naturally, that produces mischief. 
It was that which produced the original suspension. It was supposed 
then to be a war necessity, and the act was sustained by the Supreme 
Court on that ground alone. But the war necessity being over, the law 
of commerce comes in and takes its place, and everything is restored to 
its normal condition. 

Mr. Phillips. But the Secretary argues that he should be authorized 
to reissue at least three hundred millions of legal-tender notes. 

Mr. CoE. I see that he does, but we must leave him to vindicate that 
action. • 

Mr. Phillips. You think that it cannot be done ? 

Mr. CoE. We shall find out when it is tried. 

Mr. Phillips. Will it be necessary to retire legal-tender notes in 
order to maintain resumption ? 

Mr. CoE. So soon as you open the doors and say thiat you are ready 
to resume specie payments (that is, to pay gold for legal-tender notes to 
everybody who wants it), just that proportion of the legal-tender notes 
that are wanted for circulation will be kept out, and the other portion 
will flow in. My own judgment is, that a considerable proportion of 
them will come in and be exchanged for coin, which is a more useful 
commercial agent, because a more natural one. In other words, com- 
merce will not keep coin locked up in the Treasury of the United States 
when it has the option to hold the notes or the coin itself. Coin is a 
commercial tool and also a real property which the country has been 
accustomed to use, and will use again whenever it has a chance. 

Mr. Phillips. Is not paper money more convenient than coin! 

Mr. CoE. For some purposes it is. If it be more convenient, that will 
make itself felt. I do not believe that you can theorize on that ques- 
tion sufficiently to justify any conclusion in reference to the volume of 
paper money that will be kept out. At any rate, you cannot justify the 
conclusion that people will prefer to use legal-tender notes in preference 
to coin when they have their option. 

Mr. Eames. To the extent that the existing paper currency is now in 
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circalation and required for the purposes of trade, will it not be likely 
to continue in circulation for the purposes of trade in case resumption 
takes place on the 1st of January next ? 

Mr. Cob. If the legal-tender currency be required for the purposes of 
trade, it certainly will be kept out. 

Mr. Eames. Then only to the excess of what is not required for the 
purposes of trade will it be likely to be presented for redemption f 

Mr. Cob. Undoubtedly. By necessity. 

Mr. Eames. So that, if the three hundred and forty-seven millions of 
legal-tender notes that are now outstanding as part of the circulation 
of the currency be required for business purposes, but a very small 
amount of it, in your judgment, will be presented for redemption in case 
of resumption? 

Mr. Cob. If it proves to be required for the purposes of trade, upon a 
coin basis, it certainly will not be presented. 

Mr. Eames. I will ask you the same question in reference to national* 
bank notes. To the extent that the national-bank notes, in addition to 
the legal-tender notes, are required for the purposes of trade, is it prob- 
able that any considerable amount of them will be presented at the 
counter of banks for coin t ^ 

Mr. Coe. Probably not, because the redemption system already estab- 
lished is the chief avenue by which national-bank notes are brought in. 

Mr. Eames. Then the only coin required in order to resume on the 
1st of Jannary next is whatever will be required to meet this excess, 
and also to meet the interest which must be paid in coin on the public 
debt? 

Mr. Cob. And whatever commerce wants. 

Mr. Eames. Would any coin be requisite for commerce if the paper 
circulation were equal to the demands of business ? 

Mr. Coe. That would be the question just now asked — whether people 
prefer paper to coin or not. Our experience is that they would desire 
to take both so far as they can. The constant test of a paper circula- 
tion is its continued redemption. As long as it goes in day by day and 
is redeemed, the volume of it will take care of itself. 

Mr. Phillips. It is a little more convenient to have a twenty-dollar 
note in one's pocket than a double eagle. 

Mr. Coe. The great point is the constant test of assurance that it is 
worth gold. 

Mr. Eames. If the assurance comes, after the 1st of January, that 
every legal-tender note presented for redemption will be redeemed, so 
that the legal-tender note will be equal in its purchasable value to coin, 
will the business community prefer legal-tender notes and national-bank 
notes to coin in their transactions? 

Mr. Coe. To a great degree they would do so, with perfect assurance 
that the notes will be redeemed. 



Views of Mr. Joseph Seligman. 

Washington, D. C, April 26, 1878. 
Mr. EwiNG. You have been present and have heard the conversation 
of the committee with Mr. Coe ; and, as it has covered the ground of 
our inquiry pretty fully, I will simply ask you whether you concur gen- 
erally in his views ! 
Mr. Seligman. I do. I have listened with a good deal of interest to 
H. Mis. 62 15 
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the exhaustive remarks of Mr. Coe. I think, however, that on one 
point the question was not properly put to Mr. Coe so as to elicit his 
views as to how much currency the country would probably be able to 
take after the Ist of January, 1879. Mr. Coe had remarked in one of 
his answers that Great Britain had about sixty million pounds sterliiig 
of paper in circulation (three hundred million of dollars.) 1 did not 
fully uuderstand whether Mr. Coe meant anything further than just to 
mention that fact. It is my opinion that, in this country, by reason of 
its great size and of the great industry of its people (nearly everybody 
being interested in some kind of trade or barter, or having a bank ac- 
count, which is not the case in England, except to a limited extent), the 
country can float, even after the resumption of specie payment, five or 
six hundred millions of good paper money in which the people have 
confidence — that is, the national bank-notes and the greenbacks ; the 
national banknotes being fully as good as the greenbacks, as they are 
secured by the bonds of the nation. 

Mr. EwiNG. Do you think that we can float that amount of paper cur- 
rency with the two hundred and sixty-four millions of coin in the coun- 
try tbat Dr. Linderman estimates ? 

Mr. SELiaMAN. Yes, sir, we can. All that you require is the confi- 
dence of the people that they can get coin for their notes when they 
want it. With that confidence Uie great majority of the people will not 
go for coin. 

Mr. EwiNa. In order to get that confidence, must it not be based 
upon such a relation between the volume of coin and the volume of pa- 
per money in circulation as indicates tbat resumption is a safety and a 
certainty? 

Mr. Seligman. Yes. I think that one hundred and fifty millions, or 
thereabouts, of gold will prove sufficient to redeem the three hundred 
or three hundred and forty-seven millions of greenbacks. Eespecttng 
hoarding, the intelligent people in this century do not hoard any more. 
You will find tliat, in place of hoarding, people put their money in sav- 
ings' banks or some other institution, where, if they occasionally do 
lose money, in other times they are apt to get interest on it. 

Mr. Ev^riNa. I think the intelligent people who can get coin to hoard 
will rather put it away in their pockets or in their stockings than in 
savings banks. 

Mr. Seligman. They are liable to lose it if they do. You will find 
among the negroes in the South hoardings of silver, and you will find 
that they prefer silver to gold. It looks better, and there is more of it. 
But you will not find much gold hoarded in this country. 

Mr. EwiNG. You think that one hundred and fifty millions in gold will 
redeem 

Mr. Seligman. Three hundred and forty-seven millions in legal-ten- 
der notes. Probably not one-half of the one hundred and fifty millions 
of gold will be asked for. 

Mr. EwiNG. There are three hundred millions of bank notes in addi- 
tion, redeemable in gold, that have to be practically floated by this one 
hundred and fifty millions of gold in the Treasury. 

Mr. Seligman. The banks will take care of themselves by providing 
greenbacks and gold. We, as a nation, have nothing to do with the 
national bank circulation. 

Mr. EwiNG. We have this to do with it: Here are six hundred and 
forty-seven millions of paper afloat, forming part of a redeemable cur- 
rency. To the extent that people want coin as part of that currency, to 
that extent the Treasury has to respond. 
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Mr. Seligman. I take it that the Treasary only responds to the 
amonnt of three hundred and forty-seven millions of its legal-tender 
notes. 

Mr. EwiNG. That is true; bat if a man has national-bank notes and 
wants gold for them after the Ist of Janaary, 1879, he can draw legal- 
tender notes from the banks in exchange for the national-bank notes, 
and he can draw gold from the Treasary in exchange for the legal* tender 
notes 'y so that whoever holds any part of the six hundred and forty- 
seven millions of paper money and wants gold for it, gets it from the 
Treasury directly or indirectly. So that the Treasury reserve responds 
for the whole demand of gold made on that volume of paper money. 

Mr. Seligman. In a certain sense, of course it does. 

Mr. EwiNG. And, practically, is it not about the same as thoagh the 
Treasury should undertake to float six hundred and forty-seven millions 
of legal-tender notes with one hundred and fifty millions of gold in the 
Treasury ? 

Mr. Seligman. Not entirely. 

Mr. EwiNG. Pretty nearly, is it not f 

Mr. Seligman. Yes, sir. I take it that, practically, the Secretary of 
the Treasury has only to look out for three hundred and forty-seven 
millions of legal-tender notes, and that, practically, he will not be run 
upon at all for gold for them. When I say not at all, I mean that in my 
opinion he will not have to expend in the whole year for the redemp- 
tion of greenbacks fifty millions of dollars. 

Mr. EwiNG. The best authority that we can get on the subject — the 
Director of the Mint — estimates that the people of this whole country 
east of the Eocky Mountains now have but fifteen millions of gold 
among them, a part of which is in special deposits in the banks. Do 
you think it likely that, with six hundred and forty-seven millions of 
paper money redeemable practically in gold, the people will not draw 
for their own use (for their current use and for hoarding) over fifty mill- 
ions of gold ! 

Mr. Seligman. I do believe so. 

Mr. EwiNG. The country is practically bare of gold now. 

Mr. Seligman. You forget one factor. You have recently enacted 
the silver bill, under which the Secretary of the Treasury is empowered 
to pay out silver for greenbacks, and he will pay out probably from 
twenty-five to thirty millions of silver coin in the course of the year. 
When people are supplied with this large amount of silver dollars, and 
when they have (as I believe they would have) full confidence in the 
redeemable quality of the greenback, I hardly think that there will be 
any run for gold. 

Mr. EwiNg. I know that confidence is a great substitute for coin for 
redemption purposes ; but that confidence must be based either upon 
ignorance or upon data which goes on absolute certainty. Now it can- 
not be based upon ignorance as to the condition of the Treasury, be- 
cause the drain of gold from the Treasury would be shown week by 
week. How can any one assume that the people of the country will 
have confidence that one hundred and fifty millions of ffold will main- 
tain at convertibility six hundred and forty seven millions of paper, 
when, in our own history, and in the history of every other country, 
there is no parallel for anything approaching a redemption supported 
by so small a basis of coin ? 

Mr. Seligman. That is very true, but you leave out of sight that the 
circulation of national-bank notes is secured, first of all, by a deposit 
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of IJDited States bonds, aud, second, by actnal values, by merchandise, 
by products, or by sometbinir representing products. 

Mr. EwiNG. I do not apprehend any run upon the Treasury for gold 
from the fear that the national-bank notes or the legal-tender notes would 
lose their ordinary purchasing power, but mereJy from the free choice 
of the people to have gold instead of paper, or from a feeling that the 
Treasury may not be able to maintain resumption, and that, if it failed, 
gold would be worth some premium over paper. 

Mr. Seligman. Of course there is that possible contingency; but 
please remember that we are producing from eighty to ninety millions 
of gold and silver annually within our own borders, and that, if we can 
keep up the present rate of imports and exports, this product of our 
mines will augment our stock of gold and silver. 

Mr. EwiNa. Assuming that we can maintain an average production 
of eighty millions of gold and silver, one-fourth of that is used in the 
arts. That brings it to sixty millions; and assuming that we can main- 
tain the favorable balance of trade for the past three years in merchan- 
dise, we still see that on the average, for three years past, we have ex- 
ported forty two millions of gold and silver more than we have imported ; 
so that the accumulations from the product of our mines might be com- 
paratively small, while the balance of trade in merchandise was in our 
favor. 

Mr. Seligman. Please recollect that the agitation of the silver ques- 
tion has caused a large amount of United States bonds (which were not 
due for many years to come) to be returned to our shores, and for which 
we have remitted and are now remitting. I presume the amount of 
bonds so returned was not less than $75,000,000. 

Mr. Phillips. Who bought them t 

Mr. Seligman. The people of the United States — the institutions, the 
savings banks, the national banks. They bought them out of their own 
resources. 

Mr. Tappan. I bought nine hundred thousand dollars of bonds on the 
1st of January. 

Mr. Seligman. And the very fact of the American people taking up 
these bonds that are not yet due, at a price above par, in gold, has again 
created confidence in the European market (notwithstanding that the 
silver bill was very unpopular), and this has caused our bonds to be on 
a par in London and New York. 

Mr. Phillips. Was the reason of their coming back on account of the 
silver agitation I 

Mr. Seligman. Partly. 

Mr. Phillips. Was it not on account of the fact that we were send- 
ing something there for them ? 

Mr. Seligman. Partly that. 

Mr. Phillips. They would not have sent them unless somebody 
wanted to buy them t 

Mr. Seligman. The same people who bought our wheat and cotton 
did not, probably, own our bonds. The people of the United States were 
ready to purchase them. 

Mr. Phillips. The people here preferred buying bonds to buying 
cloth, and wine, and steel ? 

Mr. Seligman. They preferred buying them to buying railroad stocks 
and railroad bonds, or to putting their money in savings banks. If we 
had had nothing to send to Europe for the bonds, and if we had been so 
poor as not to be able to take them up, of course they would not have 
been returned. 



Digitized by 



Googk 



KESUMPTION OP SPECIE PAYMENTS. 229 

Mr. EwiNG, Still, our bonds may be, returned, irrespective of the state 
of our trade abroad, for causes affecting the views of the foreign holders. 

Mr. Seligman. Certainly. 

Mr. EwiNG. They can send our bonds here and can always get some 
price for them, and can ship our gold away ? 

Mr. Seligman. Certainly. 

Mr. EwiNG. You are one of the syndicate who made the recent pur- 
chase of bonds from the Treasury Department ? 

Mr. Seligman. Yes, sir. 

Mr. EwiNG. What was the amount of the purchase outright! 

Mr. Seligman. Ten millions firm, with forty millions optional, paya- 
ble five millions a month. 

Mr. EwiNG. Then you may take or not take the forty millions, as you 
please f 

Mr. Seligman. We have already taken fifteen millions, because we 
subscribed for five millions in addition to the ten millions some weeks 
ago. Then, in addition to that, I would say that it is deemed prudent 
by bankers, when they are dealing in large amounts, to get an option — 
not to take a very large amount, like fifty millions firm, which might be 
a trifle for a nation, but is a great deal for private individuals. It is 
necessary to have an option in case of a general war in Europe, for in- 
stance, or in case of any hostile legislation on the part of Congress 
whereby United States securities might not be a popular investment, in 
which case we would cease subscribing for any more than we had 
already subscribed to. 

Mr. EwiNG. Do you anticipate that, if you take the whole of the re- 
maining thirty-five millions of 4^ per cent, bonds, the entire transaction 
will result in adding very largely to the coin of the country by importa- 
tion f 

Mr. Seligman. Not very largely. Not more, in ray opinion, than 
from ten to twenty million dollars. We have sent, I think, eight mil- 
lions of these bonds to London, but have as yet received no account of 
their being sold ; but I am of opinion that they will be. But whether 
they be sold in London or not, if we are able to retain the eighty or 
ninety millions of annual gold and silver products in this country with- 
out exporting it abroad, then we have accomplished the same purpose 5 
we have added to the Treasury or to the wealth of the nation so much 
gold and silver. 

Mr. Phillips. You say that you have taken fifteen millions of 4J per 
cent, bonds ! 

Mr. Seligman. We have subscribed already for that amount. 

Mr. Phillips. They are not yet paid for, are they! 

Mr. Seligman. A portion of them has been paid for ; I cannot tell 
the exact amount. 

Mr. Phillips. In coin or in coin certificates ! 

Mr. Seligman. In coin or coin certificates. The account goes through 
the bank of Mr. Belmont in New York. 

Mr. Phillips. Was the money paid into the Treasury in coiu, or paid 
in coin certificates ! 

Mr. Seligman. There is very little American coin afloat in the banks. 
They generally hold it in coin certificates. 

Mr, Phillips. For this fifteen millions of bonds, has there been re- 
ceived any portion of coin from Europe! 

Mr. Seligman. 1 believe not. No portion of the fifteen millions sub- 
scribed for has yet been received from Europe in gold. 

Mr. Phillips. It was stated by the Secretary of the Treasury that 
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during the months of January, February, and March the Treasury did 
not increase its coin, but that the'banks bad increased their coin to the 
extent of eight or ten millions dollars 5 do you know whether that is 
correct! 

Mr. Seligman. I believe it to be correct. 

Mr. PHILX.IPS. When we go to specie payment, the banks, of course, 
ought to increase their reserves in coin, ought they not ? 

Mr. Seligman. Either in coin or in greenbacks. 

Mr. Phtllips. Would then the effect of specie payments on the first 
of January next not have this double tendency — ^first, to lock up the 
gold in the Treasury to meet the greenbacks, and next to lock up the 
greenbacks in the banks to meet the demands on the national-bank 
notes ? 

Mr. Seligman. To a small extent it would. 

Mr. Phillips. Do you know to what extent f 

Mr. Seligman. I do not. 

Mr. Phillips. That would be the natural tendency f 

Mr. Seligman. Of course, they would all prepare for the day of re- 
sumption. 

Mr. Phillips. The government would hold one reserve for one pur- 
pose and the banks would hold another reserve for another purpose ? 

Mr. Seligman. Tes, but please remember that what the government 
holds is not money now, nor will it be money until the 1st of January, 
1879. It is merely metal ; so that the government injures no one by 
holding on to the gold and silver. 

Mr. Phillips. If it had to be held in order to meet the outstanding 
volume of legal- tender notes, it could not go safely into circulation. 

Mr. Seligman. Part of it will go, very shortly after the 1st of January 
next. 

Mr. Phillips. If exchange should be against us, will there not be a 
demand for gold that will make all holders of legal-tender notes want to 
exchange them for gold ? 

Mr. Seligman. Fortunately, in the fall of the year and in the winter 
exchange is rarely against us. We commence shipping in October and 
November our large crops of cotton and cereals and petroleum, and 
everything else that is of use to mankind. We are not importing much 
from Great Britain, France^ or Germany, because we do not need much 
from them. Anything that is of use we can manufacture ourselves. The 
few knick-knacks and the wine that we import do not amount to much 
in comparison with the great volume of our importations ten or fifteen 
years ago, and the useful things we can manufacture ourselves. 

Mr. Phillips. But there is a constant drain of gold for interest on 
our thousand millions of debt held abroad. That is a drain of, say, sixty 
millions a year that is constantly against us. 

Mr. Seligman. Certainly. 

Mr. Phillips. In case we should have a bad crop or low prices, is 
there not a certainty that exchange will be against us? 

Mr. Seligman. Where do you expect the bad crop, in Louisiana or 
in Minnesota f 

Mr. Phillips. I cannot tell. 

Mr. Seligman. It isn't apt to be a bad crop in both places at once. 
Exchange is generally against us in the summer months. 

Mr. Phillips. It is against us now, I understand. 

Mr. Seligman. Exchange is just about on a level, 489 to 489J. You 
cannot export gold to-day at a profit. 

Mr. Phillips. It will be in our favor in two weeks, will it not? 
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Mr. Seligman. I should not be surprised if it should go against us 
for the next few weeks or more, and if we should export five or ten or 
fifteen millions of gold. That is possible. 

Mr. Phillips. The understanding of this agreement between the 
syndicate and the Secretary of the Treasury is that these ^ per cent, 
bonds shall not be sold to any other parties than the syndicate. 

Mr. Seligman. Except those which he may be obliged to sell, 
through the action of Congress, for the Halifax award and for the 
Geneva award, which wonld be about ten million dollars in the aggre- 
gate. 

Mr. Phillips. Would be be prohibited from selling 4 per cent, 
bonds t 

Mr. Seligman. No ; he goes on with the sale of the 4 per cent, bonds. 

Mr. Phillips. But he cannot sell any of the 4^ percent, bonds to any 
other but the syndicate. 

Mr. Seligman. Not until after the first of January next. 

Mr. EwiNG. And he can only sell for funding purposes. 

Mr. Seligman. That is all. The Secretary of the Treasury expressed 
himself satisfied with the amount of one hundred and fifty millions oi 
gold in the Tineasnry on the first of January next. We asked him, 
"What are yon going to do with the gold which you will receive from 
the 4 per cents t'' He said, ** If you think that it will add to the credit 
of the nation, and add to the operation of the ^ per cents negotiation, 
I will call sixes to the amount of gold which I received from the sale of 
the 4 per cents," and we asked him to do so. 

Mr. Phillips. The Secretary is not to be a purchaser of gold with the 
4 per cent, bonds f 

Mr. Seligman. No ; except by an agreement or understanding with 
the syndicate. If he should say to us that he might want to make a 
large operation in 4 per cents for gold, I have no doubt that the mem- 
bers of the syndicate would be very glad to give him an opportunity. 

Mr. Phillips. But he cannot do it without your consent ? 

Mr. Seligman. No ; he cannot sell the 4 per cents except for funding 
purposes until after the first of next January. 

Mr. Phillips. Can he sell suiy other bonds for resumption purposes 
before the first of January to the amount of over fifty millions t 

Mr. Seligman. No ; he cannot. 



Views of Mr. Oeorge Opdylce^ haiiker^ ofXetc York. 

Washington, D. C, April 27, 1878. 

Mr. EwiNG. Do you think it practicable, and consistent with the pub- 
lic welfare to resume and maintain specie payment on and after the 1st 
of January, 1879! 

Mr. Opdyke. That is my present conviction. 

Mr. BwiNG. Our supply of gold and silver in the country is estimated 
by Dr. Linderman, Director of the Mint, to be, now, $250,000,000. 
That includes the coin in circulation on the Pacific slope, the subsidiary 
coin, and all the coin in the banks, the Treasury, and among the people. 
We have now $647,000,000 of paper money, without making any deduc< 
tion for money lost or destroyed. Do you think it practicable to main- 
tain redemption of that volume of paper money without any larger vol- 
ume of coin than that? 
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Mr. Opdykb. My impression is that the ainoant of coin named is 
ample; bat I desire to add that I anticipate an increase from the effect 
of this syndicate sale of government bonds. 

Mr. EwiNa. Mr. Seligman estimated yesterday, in his conversation 
with the committee, that the gold which we wonld be able to get from 
abroad for those bonds would probably be from ten to twenty million 
dollars. 

Mr. Opdtke. I should think that a fair estimate. We cannot get 
any from England, because she has none to spare, but Germany and 
France have each a very large supply. I desire to add that the effect 
of placing a large portion of that $50,000,000 of government bonds 
abroad will have a direct tendency to diminish the exports of the pre- 
cious metals which we are constantly producing ourselves, so that we 
will gain in specie reserves from two sources: one from importation 
from abroad, and the other from retaining our gold product at home. 

Mr. Ewma. Have you any reason to think that the proportion of gold 
and silver coin to redeemable paper will not be about the same after 
resumption in 1879 as it was in 1858 and in 1861, prior to the opening 
of the warf 

Mr. Opdyke. I think we will have fully as large a reserve of gold 
and silver as we ever had in proportion to circulation. From the pres- 
ent volume of greenbacks and bank-notes you should deduct about 
$100,000,000 for those that are held in reserve by the banks under the 
national-banking act, which specie will take the place of. 

Mr. EwiNG. The amount is about $70,000,000. 

Mr. Opdyke. The last report I saw it was $100,000,000. 

Mr. EwiNG. Their lawful reserve is about $70,000,000. 

Mr. Opdyke. They generally keep above that. I think that the 
average for some years has been over $100,000,000. That amount of 
greenbacks is not in circulation. We should also deduct from our ag- 
gregate circulation of paper money about $50,000,000 for the loss and 
destruction of greenbacks and national-banknotes since their first issue. 

Mr. EwiNG. But when people have the choice of gold or silver coin 
or paper you anticipate that a considerable portion of the currency out- 
standing among the people will be coin ? 

Mr. Opdyke. No ; a very small proportion. The people prefer paper. 

Mr. EwiNG. Is it not the experience of this country that at all times 
a large proportion of the currency in the hands of the people has been 
coinf 

Mr. Opdyke. Not according to my best means of ascertaining. Only 
a very small proportion. 

Mr. Ewma. In 1857 the coin in the country was estimated at 
$240,000,000, of which $58,000,000 was in the banks, so that there was 
$182,000,000 of the then coin circulation among the people. 

Mr. Opdyke. I do not know the source from which you get these fig- 
ures, but I venture to say they are erroneous. 

Mr. EwiNG. I get them from the report of the Comptroller of the 
Currency for 1876, and from Fawcett's "Gold and Debt in 1861." There 
was estimated to be in 1861 $285,000,000 of coin in the country, of which 
$87,000,000 only was in the banks, leaving $198,000,000 among the peo- 
ple. There was then only $202,000,000 of paper money outstanding, 
showing that the coin held by the people was nearly as large an amount 
as the paper held by the people. 

Mr. Opdyke. You can rely upon it that that estimate is an exaggera- 
tion, unless that condition of things emanated from abnormal causes 
existing at these two periods. We had a panic in 1857, when the people 
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drew a great deal of gold from the banks, when the banks suspended 
specie payment. 

Mr. EwiNG. These figures were made up in 1857, anterior to the panic. 

Mr. Opdtke. Then I have no hesiiiation in pronouncing this estimate 
of gold circulation a very great exaggeration. 

Mr. EwiNG. Going back to 1843, there was estimated to be $90,000,000 
of coin in the country, of which about $33,000,000 was in the banks, 
leaving $57,000,000 in the hands of the people, with only $58,000,000 of 
paper currency. 

Mr. Opdykb. There again you get at the tail of another panic, as 
severe as this which we have been passing through for the last three 
years. From 1837 to 1843 all the business of the country was paralyzed 
as badly as it is now. At the various periods you name I made an esti- 
mate of the coin in the hands of the people. I did so in pursuance of 
my studies on this very subject. I estimated, from the best statistics 
that I could get — and subsequent events have provied their accuracy — 
that in 1853, between these panics, the amount of small coin required 
for circulation did not exceed $45,000,000. You could not find a man in 
the city or in the country who had any more gold or silver in his pocket 
than he required for change. That estimate is found to be quite large 
enough from our experience in the issue of fractional currency and of 
the present subsidiary coin. The people could not use more than 
$40,000,000, so that my estimate is large enough. And 1 tell you that 
there never was any material amount of gold in circulation in the hands 
of the people prior to the discoveries of gold in California. If money 
is hoarded it is not in circulation. To be in circulation it must pass from 
hand to hand. There has always been a little hoarded on the part of 
misers, but we never had any such circulation of gold in this country as 
that estimate shows. 

Mr, BwiNG. This is not the estimate of the coin actually in circulation, 
but of the coin in the country. 

Mr. Opdykb. The coin in the country is either in the possession of 
the banks,. or of the government, or in the hands of people in circula- 
tion, or else it is hoarded. And hoarding we cannot count. It is not 
money ; it is not in circulation. 

Mr. EwiNG. These figures demonstrate that when you get to specie 
payments you may expect the people to hold, outside of the banks 
(whether hoarded or not), an amount of specie about equal to the paper 
money afloat. 

Mr. Opdyke. That is an error. The people hold more gold to-day 
than they will hold after resumption. In view of the strong confidence 
of the people in our present paper money, grounded on its perfect 
security, the banks and the government would be likely to receive from 
the people a larger amount of gold than they would draw out. 

Mr. EwiNG. You diflfer from all these authorities, and from Dr. Lin- 
derman, who estimates that tbe whole amount of gold held east of the 
Rocky Mountains, including all special deposits in the banks, is only 
$15,000,000. In 1857 Amasa Walker, and other authorities, estimated 
the amount of gold and silver coin in the country (including that in the 
banks) at $240,000,000, of which there was in the banks $58,000,000, 
making outside and among the people an amount of gold very nearly 
equal to the amount of redeemable paper money. 

Mr. Opdyke. I can only repeat that I have never seen any facts that 
would warrant any such estimate at all, and I do not think that they 
have existed. I repeat what I said just now, that in my belief the 
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resumption of specie payment will bring more gold from the bands of 
the people than it will take from the banks and the government. 

Mr. EwiNG. How much gold do you estimate to be held by the people, 
outside of the Treasury and of the national banks, east of the Rocky 
Mountains ? 

Mr. Opdyke. I have no means of making any estimate of the 
amount. 

Mr. BvinNG. You questioned Dr. Linderman's estimate, and I did not 
know but that you had some figures in your own mind. 

Mr. Opdyke. My own idea is that with a normal condition of national 
prosperity the amount of gold in the hands of the people is very mod- 
erate. There is nothing to induce men to hoard jgold. There is no oeea- 
sloo for it. In 1857, especially before the panic, I should not estimate 
that there was over $25,000,000 of gold outside of the banks. I think 
that a very liberal estimate. I think that there is more gold in the 
hands of the people today, mainly hoarded, than there was then in cir- 
culation, and that much of it will come out when we resume specie pay- 
ment. 

Mr. EwiNG. Do you think that the people have been hoarding gold 
for the liwt Heventeen years ? 

Mr. Opdyke. I think that the amount is reduced to a pretty medi- 
ate sum. At one time I have no doubt that there were very large 
hoards. 

Mr. EwiNG. That was soon after the war commenced. Bat so far sts 
my observation goes, there is hardly any gold hoarded now by the peo- 
ple. The big premium on gold brought it all out. 

Mr. Bell. There is not any gold hoards at the South at all. What 
gold there was in the South was so taxed by the Confederate Govern- 
ment that it was sold in order to get rid of the taxation. 

Mr. Opdyke. But hoarders do not let anybody know of t'reir hoards. 
But I will tell you a fact which I do know. I know that some of the 
wealthiest men in New York invested largely in foreign securities— in 
English consols and French rentes — during the war. That was an indi- 
rect way of hoarding gold. 

Mr. EwiNO. The amount of coin and bullion in the Bank of England, 
according to the London Economist, was, in last December, $120,000,000. 
The amount in the English and Scotch country banks is not given, but 
it could not exceed, probably, half that sum. 

Mr. Opdyke. No j nor one-fourth. 

Mr. EwiNG. That would make, i^y, $150,000,000 or $160,000,000 in 
the banks in Great Britain. 

Mr. Opdyke. Hardly ; because the provincial banks in Great Britain 
held their reserves in Bank of England notes. 

Mr. EwiNG. And yet there is $772,000,000 of coin in Great Britain. 

Mr. Opdyke. No one knows that. 

Mr. EwiNG. No one knows it, of course ; but those are the best 
estimates that can be got. That is the estimate of the deputy master 
of the British mint. 

Mr. Opdy'KB. We know how much subsidiary coin the people of this 
country hold, by the amount which they took of our paper fractional 
currency, and since then of subsidiary silver coin. The amount is some- 
where in the neighborhood of $40,000,000. In England they do not 
have any notes below i&5, save a moderate issue of i&l and £2 notes by 
the provincial banks ; but during the long Napoleonic wars they had 
notes as low as £1. I went into an estimate of how much currency 
Great Britain required to supply the circulation, below £5^ during that 
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period (when the banks had suspended specie payment). They had to 
take Spanish milled dollars to sapply their fractional currency. The 
amount that they had in circulation then was a very small sum. It did 
Bot amount to over $15,000,000; and they issued of notes below the 
denomination of £5 not over £15,000,000 at any one time. So that the 
whole amount of small notes and subsidiary coin that was in circulation 
in England to supply the vacuum in their currency from the withdrawal 
of coin was not over $90,000,000. 

Mr. EwiNa. I only give the estimate of the deputy master of the mint, 
who gives the amount of gold in Great Britain at $772,000,000. 

Mr. Opdykb. I unhesitatingly pronounce that estimate to be erro- 
neous. One of the highest English authorities latdy estimated that 
the amount could not eixceed £80^000,000 ; but in arriving at this con- 
clusion h6 made no deduction for the British coin melted into bullion or 
consumed in the arts, nor for that which is hoarded or carried out of 
the country by private hands. These important omissions render his 
estimate of no practical value, save as a demonstration of the falsity of 
higher estimates. 

Mr. EwiNG. Probably the best way of ascertaining the amount of 
coin in Great Britain is to take the estimate of the master of the British 
mint. He could have no reason for overestimating it, and he would 
have perhaps the best attainable means of making the proper estimate. 

Mr. Opdyke. I think we had better stick to our own monetary sta- 
tistics. We know how much it takes to supply the circulation of frac- 
tional currency. 

Mr. EwiNG. Here is $772,000,000 of coin in Great Britain, of which 
the banks have but $150,000,000, leaving $522,000,000 out among the 
people. Of course there is a very much larger proportion of coin used 
there than there would be here, because the Bank of England issues no 
notes under £5 notes, and the country banks nothing lower than £1 
notes. Still there is $552,000,000 of coin in circulation according to this 
estimate, against $225,000,000 of pi^er circulation ; so that aeconMng 
to this, the British people use twice as much coin in their drculat»>n as 
they do paper ; and, according to onr statistics of the periods of 1861, 
1857, and 1843, we have held among the people, outside of the banks, 
nearly as much coin as paper. It seems to me that these facts lead to 
the conclusion that we must expect the people to take of the gold coin, 
when resumption is established, about as much as there is paper, and 
that in order to establish redemption you must be prepared to equalize 
the quantity of coin smd paper in the hands of l^e people^ 

Mr. Opdyke. Yes, sir. If these estimates were correct, it would re- 
quire a large sum for that purpose, but I dissent from thc^te estimates 
entirely, both in regard to ourselves and in regard to Great Britain. I 
have made the study as carefully as any one. 

Mr. Ewma. Have you noticed this table on page 35 of the conference 
with the Secretary of the Treasury ? 

Mr. Opdyke. I have not. 

Mr. EwiNa (handing the pamphlet to Mr. Opdyke). It is made up 
from the best official authorities that we have. 

Mr. Opdyke (after examining table). If these figures are accurate, 
it would look as though, in the present condition of things, resumption 
were hazardous. I agree with you on that point ; but I very decidedly 
dissent from the accuracy of the figures. 

Mr. Bell. You say that you dissent from the accuracy of these figures. 
Can you give us now your own estimates and the data on which they 
are based ! Have you the means at hand of doing that ? 
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Mr. Opdyke. I have, to some extent, more particularly of oar own 
country. There is one invariable principle in our system of banking 
and currency, the truth of which has been verified by the entire series 
of our banking statistics, which is, that the aggregate deposits of banks 
and the aggregate circulation of notes are equivalents. To-day the 
amount of national bank-notes and greenback circulation is about equal 
to the amount of deposits in the banks and subtreasuries. I have 
studied a long time to find out the principle which should produce that 
result, and I never have been able to find a better one than this: that 
the bank-note circulation is equivalent to the payment of the retail busi- 
ness transactions of the country, and that deposits are equivalent to the 
payment of wholesale transactions. The wholesale and the retail trans- 
actions show the same property sold twice and paid for — in its wholesale 
aspect, by deposits in banks through the nse of checks upon the banks, 
and in its retail aspect, by circulating notes. That is the uniform prin- 
ciple which has existed in our banking system from the day it started 
until today. It is taken for a series of years, uniform with slight tempo- 
rary variations, and it gives data on which to make a good many esti- 
mates. In the first place, it shows that this imaginary circulation of 
gold coin does not exist. We all know that it does not exist, l^o gentle- 
man in this room carries gold coin in his pocket when he can get a bank- 
note to put there. If he uses coin at all, he hoards it and puts it away 
where it is not of any use. 

Mr. Ewma. Is that true as to gold coin! 

Mr. Opdykb. It is especially true as to gold. 

Mr. BwiNa. That has not been my experience before the war. 

Mr. Opdyke. If we were using both gold coin and paper to-day, you 
would not go to your hotel or anywhere else and pay gold, but you 
would pay paper, and the party receiving it would prefer to receive 
paper — banknotes or greenbacks — rather than gold. I have never used 
gold when greenbacks or bank-notes would answer the same purpose. 

Mr. EwiNG. To the extent of $15 or $20 or $25, 1 don't think that gold 
is a cumbrous currency at all. 

Mr. Opdyke. Well, we do not carry it. 

Mr. EwiNG. You say that the deposits in all the banks are equal to 
the aggregate of circulation ? 

Mr. Opdyke. Yes, and 1 can prove it by these figures here (referring 
to the table handed to him by Mr. Bwing). The American banks in 
1837 had $149,000,000 of circulation, $127,000,000 of deposits. In 1858 
they had $155,000,000 of circulation, $125,000,000 of deposits. (There 
were special causes at both these periods to disturb the principle tempo- 
rarily by a run on the banks.) In 1877 they had $643,000,000 of circu- 
lation, $614,000,000 of deposits. That is all the figures that are given 
in this table. One year the circulation will get a little ahead, and the 
next year the deposits will get a little ahead, but equality is the normal 
condition of things. 

Mr. EwiNG, The diflftculty about that is that you have now, say, 
$647,000,000 in circulation. 

Mr. Opdyke. But from that you must deduct about $100,000,000 of 
reserve held in the banks and about $50,000,000 for the loss by destruc- 
tion of bank-notes and greenbacks since their first issue. 

Mr. EwiNG. That would leave $500,000,000 in circulation, and the report 
of the Comptroller of the Currency shows an aggregate of $1,240,000,000 
of deposits. 

Mr. Opdyke. I can only say that the Comptroller is wrong. I have 
not looked at the figures, but his figures are certainly wrong. Here 
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they are (again referring to the table): '< American banks and Treasury, 
$643,000,000.'' 

Mr. EwiNG. But that table relates to no other banks than banks of 
issue. 

Mr. Opdyke. Exactly. In the banks that do not issne currency you 
will get but a very small portion of deposits. You would not get 
$100,000,000 of them in all those banks. 

Mr. Habdenbebgh. Do you include savings-banks ? 

Mr. Opdyke. No, not savings-banks ; they never carry deposits. If 
they have money on hand, they deposit it in another bank, in a bank of 
issue. 

Mr. EwiNG. The statement of the Comptroller of the Currency is that 
there are $1,220,000,000 of deposits in the various banks (there are 4,000 
banks in the country besides national banks). 

Mr. Opdyke. Private banks do not keep deposits in their vaults. In 
my own private banking firm, for example, most of the drafts upon 
us come through banks and are settled at the clearing-house. To meet 
drafts presented at the counter for payment, we draw currency in the 
morning from banks of issue, and whatever balance we find over at the 
close of the day's business we redeposit. This is the habit of most of the 
private banks in !N^ew York. Our savings-banks in the State of !N^ew 
York have from depositors hundreds of millions of dollars, but they do 
not keep them in hand. They invest them in securities and in loans to 
other banks. 

Mr. Bell. I understood you to say a while ago that, on the basis of 
these figures showing the relative amount of coin in the country and 
paper circulation, you think that resumption would be extremely haz- 
ardous. 

Mr. Opdyke. Yes, in the face of the figures you present but I deny 
their accuracy. If in a normal condition of business (in the absence of 
panics and other disturbing causes) we require the amount of coin cir- 
culation that is put down here, I should say that resumption would be 
hazardous ; but, in the face of this, I declare my conviction that we have 
more gold hoarded in the hands of the people to-day than will be in the 
hands of the people in circulation after we resume ; and hence that re- 
sumption will increase rather than diminish the gold reserves in the 
Treasury and the banks. 

Mr. Bell. Is it your judgment, in view of the condition of the country, 
that it is wise policy to increase the coin-bearing debt of the United 
States to this extent in order to redeem the outstanding legal-tender 
notes which have now attained almost equality of value with gold? 

Mr. Opdyke. My judgment is that it will have the most salutary effect 
on the business of the country to resume at the earliest practicable 
moment, and it is a very small sacrifice to get what specie may be re- 
quired for that purpose in exchange for our bonds bearing 4J per cent, 
interest and selling them at 2^ per cent, premium. We get the coin very 
cheaply. I do not think that our people will feel that they are on safe 
ground until we resume. I think that resumption will give a great in- 
crease to business and a great restoration to confidence. 

Mr. Bell. Assuming an equivalency in the value of gold and green- 
backs without resumption, what advantage would resumption give us I 

Mr. Opdyde. It would give us confidence, which will not come with- 
out it, nor can business prosper without it. 

Mr. Bell. Do you think that the appreciation of legal-tender notes 
has resulted from the operation of the resumption act or from natural 
causes — from the tendency of everything to a normal condition? 
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Mr. Opdyke. From the latter, most decidedly. I think that the pas- 
sage of the resamption act has been a hinderance rather than a help to 
resumption. 

Mr. Bell. If that be true, would we not attain resumption by the re- 
sult of these natural causes as speedily as we would under the operation 
of law? 

Mr. Opdyke. Yes ; more speedily and more safely. But, according to 
my views, which are very strong and decided, we have reached that 
point to day. 

Mr. Bell. You think that we have attained practical resumption 
now? 

Mr. Opdyke. Yes ; I think that if the Secretary of the Treasury and 
the banks of the city of New York (it would not require any others), 
were to publish to-day that they would resume specie payment on any 
given date between now and the 1st of July next, they would not lose 
$10 of their gold. There would be no demand for their gold. 

Mr. Bell. Is it not your judgment, in view of the disparity between 
the amount of gold in the country and the amount of paper circula«tion, 
that the question of maintaining resumption would depend mainly, if 
not entirely, on the confidence of the people in the government? 

Mr. Opdyke. That is one of the elements always required; and the 
people never had any better ground for their confidence than to-day. 
The indebtedness of our people, both at home and abroad, has protetbly 
never been so small j>er capita within the last quarter of a century, and 
our material condition has never been better. 

Mr. Bell. There being less gold in the country than paper to be 
redeemed, would not the question of maintaining resumption depend 
upon the amount of paper which was presented for redemption ? 

Mr. Opdyke. Certainly ; and that would depend upon the degree of 
confidence existing. 

Mr. EwiNG. You think that our debt abroad was never less within 
the last quarter of a century than it is now ? 

Mr. Opdyke. Nev^er less per capita. We have paid off an immense 
amount by Insolvency and the depreciation of our securities held 
abroad, and we have paid foreigners $500,000,000 of government bonds 
within the last three years ; and the mercantile debt, which is usually 
very largely against us, is, 1 think, in our favor to-day. 

Mr. Bwma. Have you any data showing that we have paid off to the 
extent of $500,000,000 of the national debt? 

Mr. Opdyke. I saw a statement within the last few weeks of the 
amount of government bonds held abroad three years ago and now, 
and the difference in the amount was about $500,000,000. 

Mr. Bell. What is your estimate of the United States debt held 
abroad ? 

Mr. Opdyke. That table to which I refer was prepared by one of the 
best financial statisticians in Kew York — the financial editor c^ the 
Commercial. I dare not say at what amount he figured the debt held 
abroad. 

Mr. Bell. Have you an estimate of your own ? 

Mr. Opdyke. !N'o ; I have not. He kept the run of that better than 
I could. 

Mr. HABDENBERaH. If Congress should adjourn leaving the finances 
9S they are to-day, would there not be considerable contraction looking 
toward resumption ? 

Mr. Opdyke. I should think not. I have noticed the financial views 
of the Secretary of the Treasury for a good many years as a financial 
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authority, in the Senate and recently in the Treasary. He looks upon 
greenbacks very much as I do ; and he does not intend taking in any 
more of them than is necessary. 

Mr. HABDENBERaH. What do you suppose would be the effect of a 
failure in resumption ninety days after the 1st of January ? 

Mr. Opdyke. The eflfect of a tailure would be disastrous. It would 
prolong the agony. 

Mr. Hardenbergh. Would it be more disastrous than a temporary 
repeal of the law and leaving the Secretary to say when we should re- 
sume*? 

Mr. Opdyke. That resumption law I have always looked upon as a 
stumbling-block in the way of resumptioo. Eesumption, when it comes, 
will come from natural causes, and I think that the natural causes have 
already made the circumstances ripe for resumption. I would not like 
that we should make the mistake that Grreat Britain made in 1817; but 
I do not think there is the slightest danger. England had not then con* 
tracted her currency anything like what we have done now. 

Mr. HARDENBERaH. Was not England better prepared for resump- 
tion then than we are now ? 

Mr. Opdyke. Not at all. England was entirely unripe for it. It was 
only two years after the close of the great Napoleonic wars. England 
had expanded her currency, until it was depreciated, as compared with 
gold, some thirty per cent. The Bank of England bought gold on* 
Sie Continent. She had J&5,000,000 in her vaults and bought about 
je5,000,000 more, and she advertised to resume on her small notes upon 
a given day. None of these small notes came in on that day because 
they were employed in the retail business of the country. That gave 
the Bank of England confidence, and then she advertised that she 
would resume in full at the end of four months— on the 1st of October. 

Mr. EwiNa. What was the extent of the depreciation in England 
when the resumption law was passed f 

Mr. Opdyke. It was a mere nominal figure — less than 1 per cent. 
The bank had not contracted the currency, but had fortified herself by 
buying gold on the Continent. When the day for full resumption came, 
the bank opened its doors, and the bullion-dealers stepped in and took 
half of the bullion in the lirst hour that the bank was open. They took 
£5,000,000 out of the £10,000,000. The bank officers hastened to the 
Parliament house and got an order passed forbidding the bank to pay 
out any more specie. The Bank of England again closed its doors, and 
then a law was passed requiring resumption at the end of six years — in 
1823. It was the most prolonged agony that Great Britain ever had in 
her industrial interests. That intense contraction, which brought the 
currency far below its normal figures, broke nearly everybody who was 
in business; and in 1821 the bank, from natural causes, resumed— two 
years before the time appointed. We are in no such condition to-day. 
I maintain that our currency to-day (making the deduction which I have 
suggested) is not more expanded than it was prior to the war, when we 
were paying specie. The debt of the country is reduced. We are rich 
in material wealth. We have promising large crops. Come what may, 
we cannot become debtors in our foreign intercourse at all largely. The 
balance of trade is in our favor, and it is entirely safe to presume that 
nobody wants the gold. The people here do not want it, and the people 
abroad have no means of getting it. 

Mr. EwiNG. You made a comparison between the situation in 1861 and 
the situation now. In 1861 we had of paper in the country $202,000,000, 
and of coin $285,000,C00. 
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Mr. Opdyke. I want to persuade yoa that that estimate is a gross 
error. 

Mr. EwiNG. We have, according to your estimate, $550,000,000 of 
paper now, and, according to Dr. Linderman's estimate, $250,000,000 
of coin. 

Mr. Opdyke. That is an abundance of coin. I have always main- 
tained that $150,000,000, aside from the subsidiary coin, would be 
ample. 

Mr. EwiNG. Ko one can claim that we are in a better situation now than 
we were in 1861, when we had but $202,000,000 of paper ; and, according 
to Mr. Amasa Walker's estimate, we had then $285,000,000 of coin iu 
the country. 

Mr. Opdyke. I do not want to say a word against Mr. Amasa Walker, 
because he is really my own pupil. I first inducted him in the prin- 
ciples of political economy. But he is deceived as to the amount of 
coin that was in circulation in the country in 1861. 

Mr. EwiNa. I am not speaking of the coin that was in circulation. 
A large part of the coin of the country is necessarily hoarded. 

Mr. Opdyke. Do you take the position that, in a normal condition 
of affairs, there is a large amount of coin hoarded in the country f 

Mr. EwiNa. A very large amount. 

Mr. Opdyke. O, a very small amount. There is more coin hoarded 
when we are not paying specie than there is when we are paying specie. 

Mr. EwiNa. You must recollect that nearly half the people of this 
country do not live within two hours' ride of a bank, and, of course, 
they carry their money with them. 

Mr. Opdyke. In times of distress, and when we had banks whose 
notes were very uncertain, the people would naturally keep a little coin 
at home to guard against mishaps ; but, with the present greenback 
currency and the present national-bank currency, secured as it is by the 
actual credit of the government, and by a large margin in government 
bonds, there is no such fear and never will be such a fear. We have 
got the best paper currency that the world ever saw. It would be still 
better in my judgment if we had all greenbacks instead of national-bank 
notes. But I know that the banks would growl very much if their cir< 
culation was taken away from them, and I doubt both the justice and 
the expediency of doing so. 



Views of Mr. George M. Weston, of Maine. 

Washington, D. C, April 30, 1878. 

Mr. EwiNa. Have you had occasion to study the question of cur- 
rency and finance to any extent t 

Mr. Weston. Yes, sir ; I have been, for something more than forty 
years, a writer, more or less, on such subjects, as an editor of several 
papers, and as a writer for financial magazines. I have latterly been 
connected with the Monetary Commission, as its secretary. I may be 
said to have been studying the subject all my life-time. 

Mr. EwiNG. What is your opinion as to the practicability of resuming 
and maintaining specie payment on and after the 1st of January, 1879, 
with the present volume of paper money ? 

Mr. Weston. I supposed that that was the principal question to be 
asked, and in order to give my ideas with precision, 1 have put them on 
paper and will read them in answer to that main question. 
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(Mr. Weston thereupon read to the committee the following paper): 

It is undoubtedly practicable to resume to-day, inasmuch as the favor- 
able balance of our foreign trade prevents any demand for the export 
of the precious metals, except the constant and permanent demand for 
silver by the East, for the supply of which our silver mines produce more 
than enough. As to the future, and even for a future only eight months 
distant, there is always some uncertainty. But no circumstances seem 
likely to occur to make it impracticable to resume specie payments on 
the Ist day of next January. 

The practicability of permanently maintaining specie payments is 
another matter altogether. We have no example of a permanent main- 
tenance of the convertibility ot paper in this or any other country, with 
as large a proportion of paper to coin as will exist here eight months 
hence. I make this answer on the assumption that the aggregate of 
greenbacks and national-bank notes is to remain substantially what it is 
now. Examples and precedents are, to be sure, not absolutely decisive, 
as every case of this kind differs from others in some circumstances. 

This country, with paper money of as low a denomination as one dol- 
lar, can get along with a less proportion of coin than England and 
Germany, which have no circulating note less than about $25, or than 
France, which has no circulating note less than about $20. 

So, too, comparing the United States now with the United States in 
1861 and in the years before 1861, when specie payments were main- 
tained, it is not doubted, as I suppose, that such payments are possible 
with a greater proportion of paper now than then, from the circumstance 
that about one-half of our paper circulation — the greenback half — has 
the function of being a legal tender given to it. This circumstance 
distinguishes the United States of 1878 from the United States of 1861 
and prior years, but does not distinguish this country from England, 
where Bank of England note shave been legal tender since August, 
1834, under a law carried through by the Earl Grey administration. It 
is true that under that law they are a legal tender only so long as the 
Bank of England redeems them in specie, but nobody doubts that this 
is a merely nominal condition, and would be taken off whenever the 
bank should stop specie payments. It is on the same footing with Sir 
Bobert Peel's fundamental restriction on the note issues of the bank, 
which is always suspended when the governmeni decides that public 
exigencies require it. 

I suppose that, looking merely to the great power of the government, 
based on its resources and credit, to command coin, it is practicable to 
commence specie payments with the present volume of paper, and to 
continue such payments, but only by such redemptions in excess of 
reissues as would largely reduce its quantity. Ko other opinion than 
that a contraction of the volume of paper was an essential condition 
of resumption was ever expressed in this country until recently. 

The present Secretary of the Treasury, just before the 4th of March, 
1877, when he was still in the Senate, although his designation for his 
present oflBce was already announced, pressed, through a wearisome night 
session, but without success, the passage of a law authorizing the 
cancellation of $100,000,000 of the existing volume of greenbacks. Such 
a reduction, or some large reduction, was then treated by all the friends 
of resumption as essentially necessary to it. 

The United States Monetary Commission, under the Congress resolu- 
tion of August, 1876, was charged, among other duties, with the duty 
of investigating the question of resumption. All the witnesses who 
favored resumption agreed that it was impossible without reducing 
H. Mis. 62 16 
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the volume of paper money. On the views which they then anani- 
monBly concurred in, it cannot be long maintained without such re- 
duction, although it may be possible to commence it without such re- 
duction on account of an exceptionally favorable condition of foreign 
trade. 

Practicability, as applied to measures affecting the currency, is a word 
of many possible meanings. It was and is financially practicable to 
establish the siugle gold standard in this country, and would be so if 
the quantity of gold in the world was only one-half what it actually is. 
The question of a standard is only a question of prices, and it is possi- 
ble to conduct business on any scale of prices. But the establishment 
of a single gold standard in this country proved to be politically im- 
practicable, because it involved a reduction of prices to which the pre- 
ponderant political forces of the country were opposed. 

Practicability in a legislative sense, that is to say, on such a view of 
all probable consequences as law-makers should take before adopting 
any proposed policy, involves a very wide range of consideration. Re- 
sumption and the continued maintenance of resumption will hardly be 
regarded as practicable if it is shown, as I think it is, from an examina- 
tion of the essential nature of a redeemable paper money, and from the 
uniform results of trying it, that it is productive of intolerable mischiefs. 

I admit at once and without reserve that the restored coinage of sil- 
ver diminishes the difficulties of resumption and of maintaining resump- 
tion. The coinage of silver, invested with the functions of gold, reduces 
pro tanto the value and the difficulty of obtaining gold, and has already 
reduced its market price. The United States Mint, to the extent that 
the law of February 28, 1878, permits it to coin silver, has the same 
effect upon gold that a new gold mine would have which was certain 
to turn out two millions per month, or might turn out four millions, at 
the option and pleasure of its managers. Furthermore, there is good 
reason to hope that the final and not long-postponed effect of the law 
Vf February 28, 1878, will be to substitute silver entirely, or nearly 
entirely, for the gold now held in this country. The concurrent use of 
two metals is impossible where the difference of their market value is 
appnciable. That difference, today, between gold and silver is about 
eight per cent., and as there is no present visible cause for a relative 
rise in silver, except its absorption in our coinage, it is plain that such 
a rise is not to be looked for until that absorption has made a great and 
decisive progress. It is not, perhaps, pertinent to the question I am 
answering to refer to the immense advantage to us of transferring our 
^oW to Europe, where it will tend to raise the prices of our exports, 
somewhat more than four-fifths of which are sent to Europe. It is per- 
tinent to consider the effect upon the practicability of maintaining 
resumption, of changing our money metal in use from gold to silver. 
That effect must be favorable. Silver money will not protect us against 
European money perturbations as effectually as the greenback has pro- 
tected us, but still the measure of protection from it is important. 

India finds in the use of silver a very considerable degree of exemp- 
tion from the effects of the constantly -recurring money crises in England, 
with which the most of its trade is carried on, and we shall reap an 
equal advantage from the same policy. 

But with every allowance for the beneficial influence upon the possi- 
bilities of resumption from the restored coinage of silver, there is a 
fatal defect in any system of paper, redeemable in either gold or silver, 
when the metallic redemption fund is not equal, dollar for dollar, to the 
paper issued. All imaginable expedients have been tried to make such 
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a system work well in practice; bat the failare has been uDiform, and 
especially in the vital particular of not preserving that essential quality 
of a sound money, stability in quantity. The promised redemption of 
paper, not based upon the metals dollar for dollar, is inherently a sham 
and a cheat. Albert Gallatin said, fifty years ago, of the bank-notes 
of this country, that they were payable in coin, but always with the 
understanding that nobody was to call for coin. 

Stability in quantity is tolerably secured in metallic money, in which 
I include paper issued dollar for dollar on metal actually deposited and 
held in deposit, such as the gold and silver certificates of deposit now 
issued by this government. It is also possible to secure it in an incon- 
vertible government paper, receivable for taxes and made a legal tender. 

Of course, the stability of the quantity of such a money as that depends 
upon the wisdom of the government issuing it. There have been many 
examples of such stability, as for many years and still in Brazil, and in 
this country in the greenback. There have been many contrary exam- 
ples of instability in the quantity of such money, but it is doubtful if some 
of the cases frequently referred to as contrary examples really are such. 
The French assiguats were substantially notes redeemable in land, and 
there was an overissue compared with the value of the land. As to the 
paper schemes of John Law, I have read as many books about them 
as I think their importance demands, and certainly as many as I ever 
shall read. I have never read one which gave any clear, distinct, and 
intelligible account of what they were. 

In respect to the quantity of convertible paper money, it is always 
and necessarily, from the nature of it, as unstable as water. It fluctu- 
ates with the fluctuating balances of foreign trade and according to the 
tendencies of the times and public feeling, whether toward buoyancy 
and hopefulness, or toward depression and panic. Its range is from 
frost to midsummer heat, but without the regularity of the seasons. It 
is one of the worst inventions of perverted human ingenuity, and has 
inflicted untold miseries upon mankind. 

When an adverse balance of foreign trade compels the export of any 
given quantity of coin, the resulting contraction of paper is necessarily 
greater in the proportion that the paper exceeds its coin basis, and is 
in fact very much greater than that, as all money contractions involve 
elements and features of panic. The only way to maintain the convert- 
ibility of paper against these foreign drains of coin, which always recur 
at intervals longer or shorter, is to check the drain by making money 
scarce and reducing prices. The process has been, unhappily, too fa- 
miliar to Englishmen since their gold resumption of 1821. Their first 
experience of it after that resumption was the memorable panic of 1825, 
when the coin of the Bank of England was reduced below one million 
sterling, and when suspension was only prevented by the discovery at 
the critical moment of a box of one-pound notes, the use of which was 
lawful under the (so called) small-note respite act of 1822. 

In testimony given April 26, 1828, before a Parliamentary committee, 
Alexander Baring said (No. 119, State Papers, first session Twenty-first 
Congress) : 

A sadden change from peace to war, a bad harvest, or a panic year arising fix)m over- 
trading and other causes, immediately impose the duty upon the Bank of England, 
-which is the heart of all our circulation, for the purpose of protecting itself, to stop the 
egress of specie, sometimes even to bring large quantities into the country. These in- 
dispensable remedies are always applied with more or less of restriction of the currency 
and consequent distress. No care or prudence can enable the great bank: to avoid occa- 
sional resort to those measures of defense. * * * That the efforts of the bank, in 
182.3, for self-protection made greathavoc among its dependents throughout the country 
is well known. 
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In 0ving these views in 1828, Mr. Baring specially advised the re- 
monetization of silver, because it would facilitate the bank in its efforts 
to maintain its stock of coin, but the most which he hoped from remone- 
tizing silver was, that it would cause the disasters inseparable from 
redeemable paper to recur at more distant intervals. His language was : 

The js^reater the facility of the bank to right itself in these constAntly reenrring ebbs 
and floods in its specie, the less frequent Tvill be the sudden jerks and changes so fatal 
to credit and commerce. 

The truth, established by reason and experience, is, that " suclden jerJcs, 
fatal to credit and commerc€j^ are inseparable from a redeemable paper 
money. The wildest inflation we ever had in this country, and the oue 
most completely affecting every species of property, real and personal, 
was that of 1835-'36, when all the bank paper was actually redeemable 
in coin. This was followed by a corresponding fall. 

The frequent suspensions of coin payments under the system of a 
pretended and impossible convertibility are the least of its evils. In 
fact it is only by reason of these suspensions that the system has ever 
been in any degree tolerable, just as the Eussian Government, not as we 
now know it but as it was a century ago, was described as a despotism 
tempered by assassination. 

Occasional suspensions temper the violence of the contractions of pa- 
per money and reduce the range of the fluctuation of its quantity. But 
the inherent vice of fluctuation remains, and that vice belongs to any 
system of paper money which is convertible at the will of the holder into 
anything, whether metal, lands, or government bonds. We have had, 
in recent times, the proposition to make greenbacks convertible into 
government bonds bearing a low rate of interest. The rationale of this 
proposition is, that a low rate of interest is the result of superabundant 
money, and that the conversion of it into bonds would only occur when 
it was superabundant and would correct such superabundance. But 
the fact of a low rate of interest of money has always been witnessed 
when business is prostrated by diminishing money. In this country 
money was as cheap to hire after the collapse of the inflation of 1835-^36 
as it is now. Of the contraction of the currency attending the British 
resumption of 1821, Alison (England in 1815 and 1845) says : 

There can be no doubt that the reduction of interest has iujured the holders of the 
available capital of the country nearly as much in many cases as the producing classes 
have been injured by the fall in the money prices of their commodities. * * ** 
Probably it has reduced the incomes of creditors forty per cent. 

The result of making greenbacks convertible into low interest bonds 
will be to cause greenbacks to disappear in that way precisely at the 
times when they are most deficient. The only remedy for that is to make 
such bonds reconvertible at the will of the holder into greenbacks; but 
the sole reason which makes that a remedy is that such bonds, being 
instantly convertible into money, would be accepted and be current as 
money. In other words, the conversion of greenbacks into reconverti- 
ble bonds would not reduce the amount of money, because such bonds 
would be practically money. This remedy is therefore only the substi- 
tuted mischief, not quite so bad as the reduction of money, but still very 
serious, of causing the money of the country to be carried, so far as the 
charge of interest is concerned, at the expense not of its owners but of 
the tax-payers. In addition to that burden, this would diminish by so 
much the motive which the owners of money have to invest it in pro- 
ductive enterprises. 

When money is abundant and prces rather rising the greenbacks will 
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be converted into bonds and kept in that form for the sake of the inter- 
est; but the bonds would circulate freely, each successive taker allowing 
for the interest which had accrued to the time of taking. The mischief 
would be limited to the burden thrown upon the tax-payers of an inter- 
est account on the whole volume of currency. But when prices were 
falling from a deficient currency, the disposition to hoard at such timeSt 
until prices had reached what would be generally considered as hard 
bottom, would be stimulated by the fact that the hoarders, instead of 
losing income by keeping their money idle, would be receiving on it what 
is in dull times a good rate of interest, the security being perfect. Under 
such a state of things as exists to-day, if we had In addition a 3.65 inter- 
convertible bond, nearly the whole mass of greenbacks would go out of 
sight. 

The plain principle is, that if anything having the function of money, 
or, in other words, of legal tender, has in addition any intrinsic value, 
whether a bullion value or a value consisting of convertibility into the 
metals, or into bonds, or into interest-bearing bonds, the (so-called) in • 
trinsic value is suspended and useless when it is less than the money or 
legal-tender value. But when the intrinsic value exceeds the money or 
legal-tender value, it becomes fatal by destroying the money. In the 
American half-dollar of to-day the bullion value, being less than the 
money value of the coin, is totally useless. Everybody knows that the 
government stamp of half a dollar on the now superseded fractional 
paper was just as good. A contrary illastration is the well-remembered 
case of the American silver dollar for twenty years prior to 1873. The 
silver in it was worth 102 or 103 cents, and that destroyed it as money. 
It will be just so if you give to the greenback the intrinsic value of con- 
vertibility at will into a 3.65 bond or any other species of bond. That 
intrinsic value will be suspended and idle so long as it is less than the 
value of the greenback as money ; but the moment that intrinsic value 
becomes greater than the money value of the greenback it will destroy 
the greenback. The same thing is true of paper money if it is made 
convertible into bonds, or into the metals, or into anything else what- 
ever. The plain, common-sense idea of money is that it should be abso- 
lute, convertible into nothing, but practically exchangeable for all things 
by virtue of its sovereign function as the solvent of all debts, including 
debts to the state, or taxes. 

The supporters of what is called a redeemable paper money, knowing 
that its fluctuations are fully established by experience, have invented 
the theory that the quantity of money ought to be fluctuating, or, as 
they attractively phrase it, elastic. The case requires for its justifica- 
tion precisely such a theory as that; but in these days, when the market 
for educated talent is so depressed by an over-supply, no case need lack 
exactly the defense which is called for. 

Speaking broadly, money is used in purchases for either consumptive 
or reproductive purposes. Nobody will maintain that purchases for 
consumptive purposes, taking the average purchases of a great popu- 
lation, vary in amount from day to day; nor can it be shown that, in a 
country of the extent, range of latitude, and varying climate of the 
United States, and with its diversified crops and productions in manu- 
factures and mining, more money is required for reproductive purposes 
in any one week, in any one month, or in any one season than is required 
in all the weeks, all the months, and all the seasons. The theory that 
elasticity is required in money rests upon nothing but the necessity of 
such a theory in order to justify the fluctuations of redeemable paper 
money. 
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The longest maintenance of the actual redemption of convertible paper 
has been shown in England, where there has been no suspension since 
1821. The Bank of England has been on the verge of it repeatedly, but 
has escaped so far at the expense of periodically squeezing and ruining 
its customers and of spreading bankruptcies through all branches of 
British commerce and manufactures. In order to maintain specie pay- 
ments, the Bank of England changed its rate of interest 233 times in 
27 years following 1847, the range of fluctuation being from 2J per cent, 
to 10 per cent. In order to maintain specie payments, the Bank of Eng- 
land has been obliged to reduce England to such a condition that it has 
been truly and vividly described by a recent English writer as " the pecu- 
liar seat of monetary ei^ises^just as Egypt is of ths plague and India of the 
cholera^ — (London Statistical Society, vol. 34, page 352.) 

If we go to specie payments, it will be with the certainty of the same 
accompanying evils, but without the certainty of the same success in 
maintaining resumption. Because England, which had the whole world 
indebted to it when it resumed in 1821, and still has the whole world 
indebted to it, has been able to maintain resumption, although at enor- 
mous sacrifices, it by no means follows that this country, with its great 
debts held abroad, can do the same thing. The lesson derivable from 
the British example is precisely the contrary of that. 

We know precisely the method by which the Bank of England has 
checked the outflow of coin, when such an outflow was set in motion by 
an adverse balance of trade. This method, which was ruinously eiiec- 
tual for fifty years, was such a raising of the general rate of interest in 
England, by raising the rate of its own discounts, as would produce a 
scarcity of money and a fall in the prices of commodities. Within a 
year or two it has been found that the Bank of England, although it 
can control the rate of its own discounting, ean no longer control the 
general rate of interest in the British markets. English financiers and 
financial writers are at their wits' end to discover some new method by 
which the outflow of specie can be checked, when it becomes necessary 
to check it. They admit, in so many words, that ''^England has outgrown 
her hanking system,'^ but nobody yet suggests the new system to be sub- 
stituted. 

If in all the discussions about resumption and its effects in this coun- 
try there has been any suggestion of the method by which this govern- 
ment can control the outflow of specie, after beginning to redeem the 
greenbacks, it has escaped my attention. No possible method occurs to 
me. The government discounts no notes, and has no such means of 
affecting the market rate of interest as the Bank of England has had; 
he government must be merely passive under an outflow of specie, and 
under its necessary consequences, a demand for the redemption of green- 
backs and a reduction of the quantity outstanding, no matter to what 
extent those consequences may go. The only thing which can be done 
in the way of legislation to prevent an almost complete retirement of 
greenbacks under certain circumstances which may occasionally arise, 
is to take away from the national banks the option of keeping certain 
required reserves in coin or greenbacks, and to compel them to keep 
such reserves in the form of greenbacks only. Some other useful pur- 
poses would be served, as it seems to me, by legislation of that kind. 

Mr. EwiNG. About what amount of paper money do you think may 
be usually maintained redeemable in coin in this country if 

Mr. Weston. It must be an amount far less than the present amount 
of paper currency. But the circumstances of the case differ so much in 
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this country from any other country that nobody can undertake to fix 
the exact amount. 

Mr. Eames. Bo you think that the paper currency now outstanding- 
(the national-bank notes and the legal-tender notes) is any more than is 
requisite for the legitimate business of the country? 

Mr. Weston. The amount of money which it is desirable to have de- 
pends upon the scale of prices which you wish to maintain. The present 
amount of currency of all kinds is' inadequate to maintain the scale of 
prices which the equity of old contracts requires to be maintained. 

Mr. Eames. In other words, if I understand you, there is a deficiency 
of paper money for the business of the country ? 

Mr. Weston. Yes, sir; a deficiency of money to maintain that scale 
of prices which justice requires to be maintained. 

Mr. Eames. Suppose that the legal-tender notes and the national- 
bank notes should be convertible into coin on presentation ; to what 
extent would the outstanding paper currency of the country be pre- 
sented for redemption on the Ist of January next? 

Mr. Weston. Unless circumstances change between now and the Ist 
of January I do not see any reason to suppose that there will be any 
immediate presentation of paper currency for redemption, because the 
balance of trade is now in our favor. 

Mr. Habdenbebgh. About how much coin do you suppose can and 
will be accumulated by the banks between now and the 1st of January 
if Congress should adjourn with the finances as they now are? 

Mr. Weston. I have no idea that there would be accumulated any 
more reserves, of either greenbacks or coin, than the present amount. 
The character of the reserves may be changed somewhat, as from 
greenbacks into coin, but I think that that ought not to be permitted. 
The banks, as a rule, never keep more reserves than the law requires 
them to keep. They have done nothing in the way of accumulating 
reserves that I have any knowledge of. 

Mr. FoBT. Do I understand you to state that redeemable paper cur- 
rency convertible into coin is not more stable than irredeemable. 

Mr. Weston. I did not compare redeemable currency with irredeem- 
able currency, but I attempted to show that redeemable money was 
essentially and necessarily so unstable as to be an unfit circulation, on 
account of its instability and fluctuations. 

Mr. FoBT. Is irredeemable paper money fitter or better as a currency 
than redeemable money ? 

Mr. Weston. W^hat I have said in the paper I have read (and I wrote 
it with some care), is that an irredeemable paper money may be made 
stable, but that that would depend upon the wisdom of the government 
which issued it; that we had examples of a fair degree of stability, and 
examples of a contrary nature. The Brazilian money has been kept 
steady in quantity for years, and so has our greenback currency. 

Mr. FoBT. Then you think that it would depend more upon the sta- 
bility of legislation. 

Mr. Weston. Exactly. The stability of that kind of money depends 
entirely upon the stability of legislation, but not more so than does the 
stability of metallic money, when governments exercise the power of 
demonetizing them, and restricting their coinage. 

Mr. Habdenbebgh. Then the laws of trade would be obliged to con- 
form to the laws of government? 

Mr. Weston. I did not intend to advocate any theory, but to oppose 
this theory of a redeemable paper currency, which I think to be the 
greatest curse that ever afdicted mankind. 
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Mr. Fort. If the government had the ability under prosperity to 
redeem its paper in coin, would it not be for the general welfare to do 
so? 

Mr. Weston. No sir. My objection to redeemable paper money is 
that, as all experience has shown, it is necessarily fluctuating. We had 
the greatest inflation in 1835 and 1836 when the banks all paid specie. 
They did not suspend until May 10, 1837. The iutiation of all kinds of 
property was greater then than any inflation that we had during the 
war. 

Mr. Fort. When yon speak of all the banks paying specie, you 
mean, of course, all the solvent banks. Are you not aware that, at that 
day, and since then, until they were taxed out of existence, we had a 
class of private and State banks that filled the country with a paper 
money that was not redeemable ? 

Mr. Weston. There was redemption in 1835 and 1836. 

Mr. Fort. Bedemption by all the banks ? 

Mr. Weston. There may have been some banks in the West which 
did not redeem their notes ; but in Boston, Kew York, and other prin- 
cipal cities, the notes of the banks were as good as gold. 

Mr. Fort. Are you not aware that banks did exist in liTew York and 
Boston, which while having their locality in the Bast, circulated their 
money in the West and which was not redeemable except at a discount, 
sometimes of 25 per cent, f 

Mr. Weston. In 1835 and 1836, when a bank did not pay its notes, 
it failed. There have been failures of banks in every year. The paper 
money of the country in 1835 and 1836 was actually redeemable in gold 
and silver, and was equivalent to gold and silver. 

Mr. Fort. By what right could a government issue paper money 
without a purpose and promise to redeem it f In other words, how 
could the government furnish a legitimate and honorable paper money 
that was irredeemable? 

Mr. Weston. That is one question in the United States and another 
question in England and another question in Brazil. I did not discuss 
the constitutional power of this government to issue such paper, but I 
am ready to discuss it. 

Mr. Fort. I should like to have your views about that. 

Mr. Weston. I think that that matter, as a constitutional question, 
was settled by the decision of the Supreme Court in the legal-tender 
cases. The Supreme Court, in that decision, did not affirm that the 
government had any express grant of the right to issue compulsory 
legal-tender notes, but that the government might issue such notes if 
their issue were necessary to the execution of other powers of the gov- 
ernment. The court held in that case that, as the issue of such notes 
was important, and perhaps essential to the maintenance of war — to the 
raising and maintaining of armies, &c. — it was justifiable and constitu- 
tional. Kow, it is sometimes said that the court decided in that case 
that the necessities of war only could justify the issue of legal-tender 
notes. But the court made no such decision. The court de(3ided that if 
such issue was necessary in order to execute any of the conceded powers 
of the government, the government might issue them. Congress might 
decide that the government could not collect its revenues or taxes, or 
execute some other of its powers, without the issue of legal-tender 
money ; and if Congress should come to that decision, 1 think that the 
Supreme Court would sustain it. 

Mr. EwiNG. You state the case a little too strong against the legal- 
tender power. The decision was, that if the issue of legal-tender money 
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was an appropriate means of executing a granted power (not a necessary 
means, but an appropriate means), then it was constitutional. 

Mr. Fort. (To Mr. Weston.) When these necessities and proprieties 
shall have passed or may have passed away, what should be done If 

Mr. Weston. Then that constitutional basis of the right to issue 
legal-tender money falls and ceases, and Congress would have no right 
to continue the issue of paper money after the necessity for it had 
ended, or after it had ceased to become an appropriate means to carry 
out conceded powers. 

Mr. Hardenbbrgh. We have reached that state to day. We reached 
it at the close of the war. Supposing we had an issue of $400,000,000 
of irredeemable paper money, founded on nothing but the faith of the 
government; and supposing that that paper money should become 
counterfeited (as it very likely would be), how long would it take for 
the whole of it to be repudiated through the want of faith of the peo- 
ple in it ? A counterfeit bill now can be withdrawn from circulation in 
some shape, but on your plan it would not be. 

Mr. Weston. It does not occur to me that there is is any more danger 
of counterfeiting irredeemable paper than of counterfeiting redeemable 
paper. 

Mr. HARDENBEBaH. When paper is redeemable it frequently reaches 
the source of its issue and is destroyed^ while in the case of irredeem- 
able paper it would not do so. 

Mr. Weston. An irredeemable government paper would not come 
back as often as a redeemable paper. It would never come back for 
redemption ; but still it would come back frequently, because it is re- 
ceivable for taxes. 

Mr. EwiNG. Is not that redeemability f 

Mr. Weston. Yes, sir. 

Mr. EwiNG. Then when you said irredeemable you meant irredeem- 
able in coin ? 

Mr. Weston. Yes ; I have so expressed it in the paper which I have 
read. The receivability for taxes would bring the paper under examin- 
ation of the Treasury frequently, but not so frequently as if it were re- 
deemable in specie. 

Mr. EwiNG. Suppose a paper money, receivable for all public dues 
and private dues, and not redeemable in coin, fixed in amount and in- 
creased every year in a ratio which would approximate the increase of 
business demands, what would you say of the stability of such a cur- 
rency as that ? 

Mr. Weston. I think that that would be the most perfectly stable 
money that you can have, and I think that a stable money is what you 
want. 

Mr. Eames. How often do you think it would be necessary to change 
the amount that is now fixed in order to adapt the currency to the 
changing business of the country I 

Mr. Weston. I am inclined to think that a rule of increase corre- 
sponding with the increase of population would answer. 

Mr. Eames. Do you think that the money used in the business of the 
country now is in proportion to the population of diflterent localities ? 

Mr. Weston. I should think not. 

Mr. EwiNG. Is it important that it should be ? 

Mr. Weston. No; I do not think so; but, taking the increase of pop- 
ulation on the average of all the conditions of the different parts of the 
country, I do not at present see why an increase of 10 per cent, in the 
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population is not met by an increase of 10 per cent, in the circulating 
medium. Experience might show that a different rule for increasing the 
amount of money than the rule of population might be necessary in 
order to secure the paramount object of stability in prices, but I do not 
anticipate it as a matter of theory and present judgment. 



Views of Mr, Benjamin H, Wright^ of Rome, W, T. 

Washington, D. C, A^pril 30, 1878. 

Mr. EWiNa. Please state your views as to the practicability of resum- 
ing and maintaining specie payment under the law as it stands, as in- 
terpreted by the Secretary of the Treasury. 

Mr. WRiaHT. I do not see that it may not be maintained, but I con- 
sider the plan as very crude and imperfect from its origin. It had not 
the basis to start upon — not a sure basis. It was done, in my opinion, 
simply to satisfy the people who are complaining and discontented with 
the issue of notes, without any specification for payment. The Secre- 
tary of the Treasury proposes to collect a certain sum in coin prepara- 
tory to resumption, but he does not bring in the banks to co-operate 
Tvith him. The people may seize upon the national-bank notes, present 
them for exchange in legal-tender notes; get the legal-tender notes, and 
thus swallow up the whole of the gold in the Treasury. In this way 
you can see the danger of not having the banks in unison with the 
Treasury. I think that the amount of legal-tender notes afloat should 
be at least $400,000,000, and that we should provide for them all. I 
have heard a good deal said as to' the danger of a run on the banks ; 
but we ought to take into consideration the circumstances in connection 
with such runs. The run on a bank comes from a suspicion as to its 
solvency 5 and that cannot occur now, at least not with any proper man- 
agement of the government finances. 

Mr. Hardenbergh. flow much gold do you think we ought to have 
on hand tor $400,000,000 of legal-tender notes. 

Mr. Wright. One-third is amply sufficient; I do not believe that so 
much will be wanted. Only I propose to establish the credit of the 
government by having an accumulation of coin which will show to every- 
body that specie payment can be maintained all the time. 

Mr. Hardenbergh. You want the coin to lie in the Treasury as a 
basis ? 

Mr. Wright. Yes, sir. 

Mr. Hardenbergh. Then you would not pay it out in order to have 
resumption 1 

Mr. Wright. Yes; I would pay it out if it was demanded. The fal- 
lacy that exists here is, that the paying out of gold increases the circu- 
lation. It does not increase the circulation to the amount of a dollar. 
It is a mere substitute for the paper circulation; and if you pay out a 
dollar in gold you take in a dollar in greenbacks, and keep it in for the 
time being, so that there is no increase in the circulation. In the bill 
which I prepared, I have provided for the amount of $400,000,000 in 
legal-tender notes, because I think that that much circulation is needed. 
I happened to address a Senator yesterday in reference to that very 
question, and I have here some written remarks in reference to the bill 
before the Senate committee which, with the consent of the committee, 
I will read as part of my statement. 

(Mr. Wright read the following paper) : 



Digitized by 



Googk 



RESUMPTION OF SPECIE PAYMENTS. 251 

Sufficient objection is expressed, in the remarks to be found in a pam- 
phlet entitled " Resumption made easy," to the plan the Secretary of 
the Treasury is essaying to carry into operation on the first of January, 
1879. But a bill having been introduced in the Senate, by its Finance 
Committee, the provisions of which'are modifications of that plan, the 
question now arises, do the modifications correct the previous defects 
and guarantee success? 

The present resumption law meets the condemnation that is certain 
to be the fate, sooner or later, of every law passed by any legislative 
body with undue haste or without careful consideration. It was solely 
a declaration, made to quiet the public demand for the removal of the 
discredit attached to the circulation of notes stipulating no time of pay- 
ment. It had no certain basis. Its birth was in a party caucus, a cen- 
surable adjunct of a legislative hall; excluding those whose patriotism 
will not permit them to make party interest paramount to the welfare 
of the nation. A party caucus is the recourse of a designing individ- 
ual to accomplish his purpose through force of numbers alone, silencing 
reason and sound judgment. Every public measure is entitled to free 
discussion upon the floors of Congress; and even if the present law 
was perfect, its provisions, we think, might still be a question of princi* 
pie, when the power comes to do it, whether it should not be repealed 
and re-enacted for the express purpose of discountenancing such initia- 
tory proceedings and outside combinations that moreover in their con- 
tinuance imperil the liberties of the country. But there exist other rea- 
sons, without those just referred to, demanding the repeal of the pres- 
ent law, and as the latter is a mere declaration it leaves to chance that 
which should be brought under a regularly organized system. 

The bill reported by the Senate Committee on Finance does not cover 
the objections to the present plan of resumption. It makes the promis- 
sory notes of the government receivable for customs after the first day 
of October ; but it should be seen that this measure cuts off for the 
period of three months the collecting of resources from that source for 
resumption on the day appointed. If the fund was already full at the 
time of the passage of the law and a surplus besides that would not 
allow it be impaired meanwhile, then there could be no objection. But 
there is to be a specified amount in the Treasury on the first day of 
January, and if that amount should not be there, what then ? If noth- 
ing more, it would of itself be a discredit to the Treasury. " There is 
a time for all things under the sun," is a forcible adage equally applica- 
ble to political affairs. The present law is overflowing now with uncer- 
tainty in regard to its execution ; and as the proposed measure simply 
increases them, it is unwise to adopt it. The law itself should be 
repealed, desirable as resumption may be. Resumption is practicable 
in a safe and certain method, and we think can be maintained by means 
of our production annually; all gold demands from abroad are now 
met, and we see no reason to doubt, by the immense increase of our 
resources, will continue to be. 

Most emphatically, on no account should resumption take place, of 
the government notes, without bringing the banks into full co-operation 
and equal footing to the extent that may be necessary. Assumed 
agreement or assent is to be rejected, however promising in the outset. 
The action of the banks must be controlled by superior authority, and the 
whole brought into a system of perfect unison. It is the same as any 
mechanical system ; there must be a regulator. It is indispensable. If 
there was no other ground to question his financial ability, all that 
would be necessary is to read the crude views of the Secretary of the 
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Treasury in his conference with the House committee. He says : "The 
banks will take care of themselves; will resume on legal-tenders.'' Is 
he so shortsighted as not to foresee that when gold is asked for, at per- 
haps a distant point, it will be tantalizing to oiier legal-tenders that the 
receiver may himself be obliged to send to the Treasury with transport 
privilege to procure what he needs ? That will be a certain breeder of 
discontent. Brought all under one system, the bank-notes will be good 
in the commercial cities without discount, being redeemable there if 
wanted, but a discount exacted otherwise. 

Another provision in the bill directs that the calling in of the govern- 
ment notes shall cease on the 1st of October. The writer has had the 
misfortune to present a plan of resumption that cannot have received 
the attention of the members of the committee that it deserves. One 
most important omission we have referred to in the last paragraph. The 
subject demands large and comprehensive views. Now let us just for 
a moment bring before our minds the strides this country is taking. 
Who is it that fails in foresight, or does not have suflSciently enlarged 
views to keep up with its progress? All of us. 

In 1874 the writer had the audacity, against the opinions of so-called 
financiers, to recommend that the volume of government notes should 
not be reduced ; on the contrary, again extended from 382 to 400 mill- 
ions. We are now in the year 1878, the volume of government notes 
reduced to 347-'48 millions, 70 millions of that out of circulation in the 
banks, and always will be to a considerable extent, as deposits ; 33 
millions in the Treasury. The most of it and probably all the amount 
will remain, because reductions will be replaced; and the country at 
large deficient in currency (see bankers' statements before House commit- 
tee), despite the great depression of value and consequent increase of 
purchasing power. What means this? Nothing more nor less than 
that the nation is absorbing currency in districts not before supplied, and 
in its increase of population faster than it is provided. Legislators, 
look at the facts! The notes of the government are wanted for daily 
use, gold for little besides commercial purposes. Take up the plan pro- 
vided by the writer, study its provisions carefully, and if they are the 
result of sound judgment, restore the issue to 400 millions, just as it is 
in the plan, with the supplement when needed, and provision is made 
for its convertibility. It should be done at once, to show to the people 
that the time for action is come. Then will you see coinage revive, 
and if the plan is carried out the credit of the nation will advance as 
the coin accumulates, and you will be regarded as worthy representa- 
tives of the wishes of the people. 

Mr. Wright (continuing). The Senator to whom I s\yoke said that 
not one-third of the Senate would be in favor of the repeal of the re- 
sumption act; and he told me to mark his word for that prediction. 
Still, when they see things in the proper light they may change their 
opinion, if there is* time enough to do so. lu the pamphlet which I pre- 
pared and had published, I did not go into the figures in relation to the 
circulation, or to our distributive share of the world's circulation, &c., 
because I think that such figures are all uncertain. I see that you all 
get bewildered with the carrying out of that idea ; but you must come 
to the plain matters of fact. We are in debt. Let us see if we can 
maintain our credit. But there is no resumption proper until you bring 
all into co-operation with the government. The banks must be drawn 
in to CO operate with the government; otherwise they will not do so, 
and resumption will fail. 
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Mr. Fort. I do not exactly see how yoa propose to have the banks 
co-operate. 

Mr. Wright. I would make them furnish funds for resumption. 

Mr. Fort. In what way ? 

Mr. Wright. In the way that I have suggested in my pamphlet. 
The Secretary of the Treasury, for instance, may say to the bank in the 
town where I live (a bank of $100,000 capital), "Send me $5,000 in 
legal-tender notes.'' He takes that $5,000, and makes an exchange 
with a bank in New York that holds a large amount of coin ; and in this 
way he strengthens himself. 

Mr. Fort. Under what obligation would the bank be to send that 
$5,000 in greenbacks when called upon by the Secretary of the Treas- 
ury ? 

Mr. Wright. The Secretary should be authorized to exchange with 
the bank. 

Mr. Fort. Exchange for what? 

Mr. Wright. Exchange for coin. 



Views of Mr. Henry A, Reiser, of New York, 

Washington, D. C, May 3, 1878. 

Mr. EwiNG. What business have you been engaged in ! 

Mr. Heiser. In the banking business. 

Mr. EwiNG. Do you think that it is practicable for the Secretary of 
the Treasury to maintain specie payment with the present volume of 
paper currency ? 

Mr. Heiser. No, sir ; it is impossible. 

Mr. EwiNG. Piease to state why. 

Mr. Heiser. Because the drain on the Treasury for gold will reduce 
the supi>ly to such a small amount as to alarm the holders of green- 
backs, and to cause a general presentation of them at the Treasury for 
payment in specie; also because we are liable at any moment to be 
called upon to ship gold to Europe, and an export of twenty -five millions 
would cause an immediate suspension of specie payment after resump- 
tion. I do not think that the estimates in the public press and the ideas 
that the papers are holding out to the people, in conuection with specie 
payment, are correct. Tbey add to the amount of gold in the Treasury 
the amount that is in the banks, and in that way the people are led to 
believe that there is a much larger amount of gold in the country than 
there actually is. If the gold certificates that are in the banks were 
presented at the Treasury and were paid in coin, the government would 
necessarily hold that amount less of coin than it holds to-day ; and if 
these certificates be paid to the government by the syndicate, on account 
of its subscription to the 4^ per cent, bonds for resumption, the oanks 
will lose all the gold that they apparently hold at present, while the 
amount in the Treasury would not be increased one dollar. 

Mr. EwiNG. Do you think that, after resumption shall have been com- 
menced, there will be any considerable demand for gold for home use i 

Mr. Heiser. Yes, sir; I think that, after resumption is commenced, 
any person who has a balance in a bank to his credit can ask to have 
that balance paid in gold or currency, and I think that the fact that 
gold is such a novelty to a large proportion of the present population of 
the country would lead a great number of storekeepers and others 
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throughout the country to give notice to their customers that they have 
resumed specie payment, and that they will take pride in paying their 
customers in five-dollar, ten-dollar, and twenty-dollar gold pieces ; and 
on account of the novelty of such payments, the people who receive such 
pieces from the storekeepers will take them home and put them away, 
so that they will be virtually retired from circulation. I think that the 
amount of gold that would be so retired would be at least forty millions 
of dollars, which would be less than one dollar 2>er capita of the popula- 
tion of the country. 

Mr. EwiNG. After specie payment had been established suflSciently 
long to give the people their free choice between paper and gold, what 
proportion of the currency actually in circulation among the people do 
you think would be in gold and what proportion in paper! 

Mr. Heiseb. I think that one-third of it would be in gold. The people 
have become so familiar with paper currency that they really like it. 
It is convenient. 

Mr. EwiNG. Taking gold and silver together, what proportion would 
they form of the money actually in use among the people I 

Mr. Heiser. I think about 50 per cent.j that is, provided that the 
silver coinage is maintained. 

Mr. EwiNG. And that 50 per cent, of specie would be in addition to 
the amount that would be held by the government as reserve for re- 
demption ? 

Mr. Heiser. Yes ; that 50 per cent, would be in circulation among 
the people and in the banks. 

Mr. EwiNa. If we are to maintain in circulation six hundred and 
forty-seven millions of paper money, then we should have a like amount 
in coin ? 

Mr. Heiser. N'o; because that would be 100 per cent. 

Mr. EwiNG. What proportion of the whole volume of the circulation 
would be coin and what proportion paper ! 

Mr. Heiser. I mean that if there was six hundred and fifty millions 
of paper money in circulation, the country would also maintain three 
hundred and twenty-five millions of gold and silver in circulation — one- 
half of the amount of the paper money. 

Mr, EwiNa. What amount of gold coin would you estimate to be in 
the country now, outside of national banks and of the Treasury, east of 
the Eocky Mountains ! 

Mr. Heiser. I think that ten millions would be a very large estimate. 
When the banks estimate the amount of coin on hand, they include coin 
certificates. There is not much actual coin in the banks ; but they count 
as gold on hand coupons and gold checks, payable through the clearing- 
house, and in that way, on account of the system of counting checks as 
gold, the amount of gold in the banks is sometimes overestimated. For 
instance, I may have ten thousand dollars in gold to-day in the Park 
Bank, and I may draw checks against it in favor of different merchants 
who want the gold to pay duties; and they put those checks in their 
banks and make checks against them to pay the customhouse broker ; 
and then the custom-house broker may put the checks in his bank and 
draw against them ; so that that gold would be counted three times in 
all, which would triplicate the apparent amount of gold. I am satisfied 
that the bulk of the gold which we have looked upon as being hoarded 
has been sold by the people. The people commenced to sell their gold 
just after General Lee's surrender, and they have sold it since then, 
from the idea of specie payments and on account of the decline in the 
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premiums ; so that I think there is a very small amoa jt of gold in 
private hands. 

There is another feature in connection with the gold in the New York 
b^nks, and that is, that that gold belongs almost entirely to foreign 
bankers. Mr. Belmont, who represents the Eothschilds, owns a large 
amount of it, and so does the Bank of Montreal apd other Canadian 
banks. They keep their gold in New York because they have been able 
heretofore to lend it out at better advantage than they could lend cur- 
rency. And these bankers are liable at any moment to withdraw their 
gold. If the gold that is in the banks actually belonged to the banks, 
and if they were willing to give that gold to the government in ex- 
change for 4 J per cent, bonds, and if they were authorized by Congress 
to hold those bonds as a reserve, then I cau see how the government 
could say, " We have got this gold and can keep if But the fact is 
that the gold is here to-day and may be gone to-morrow. 

Mr. EwiNG. When you speak of the gold in the New York banks be- 
ing owned largely by foreigners, you refer to the gold represented by 
gold certificates, as well as to that on deposit in the banks. 

Mr. Heiseb. Yes ; I refer to the gold and the gold certificates in the 
banks of New York. There is also another feature connected with this 
resumption ; that is, that if the bill which has passed the House in re- 
gard to the reissuing of greenbacks shall become a law, that will give 
us ultimately a very large inflation of national-bank currency, because 
the national banks can, by depositing bonds in the Treasury, receive 
from the Treasury a certain amount of circulation. They have only to 
hold 25 per cent, of reserve against their circulation and deposits, and 
if the volume of greenbacks be kept up to its present amount — three 
hundred and forty-seven millions — that would give us ultimately over 
twelve hundred millions in national-bank notes; aud, in order to main- 
tain that amount in circulation at par with gold, it would be necessary 
to have more gold than we now have. Eesumption can be eflfected, so 
far as the Treasury goes, by a rigid contraction and by the ultimate 
payment in gold of the last greenback ; but that does not mean resump- 
tion so far as the country and the banks go. What the people want is 
to be on a specie basis, not only with the government but with the 
banks and among themselves, and I do not see that we are anywhere 
near to such a point. 

Mr. EwiNG. What would probably be the effect of a foreign war on 
our maintenance of resumption ! 

Mr. Heiseb. I think that the first effect of a foreign war would be 
large purchases of gold by speculators in the New York market. I am 
speaking of it now when gold is at a premium. I think that the specu- 
lators would buy a large amount of gold, because it takes very little 
money to buy gold when the premium is so low. I think that the rise 
in goid would tend to attract the attention of others. I mean that of 
men who have money on hand in banks, and who would buy gold, not 
as a speculation, but simply as an investment for safety. I think they 
would be apt to buy gold with greenbacks and hold th^ gold, because 
they have seeu what effect wars in Europe have had on the gold market 
l>efore. At the time of the Austrian-Prussian war, and also of the Ger- 
man-Franco war, we had large exports of gold from this country. No 
one can foresee the results of a war in which England would be en- 
gaged, nor how long it would last, and people would want to have gold 
on hand to secure themselves. If England and Russia go to war, I 
think there will be a system of privateering on the part of the Russian 
Oovernment which would destroy British commerce. The destruction 
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of British commerce would affect its credit, and the rate of exchan^ 
would be advanced up to the point of shipping gold, and then gold 
would be shipped from this country to the other side to a very large 
amount— possibly $50,000,000. 

1 also think that the effect of a war on the other side would tend to 
send back from there most of our securities, in the first place, on ac- 
count of the Bank of England advancing its rate of discount; next, on 
account of the loss of gold from this country, showing the people on 
the other side our inability to resume specie payment ; and next, be- 
cause the Treasury would have to take greenbacks Instead of gold in 
payment of duties ; and so the stock of gold would be depleted, and 
the bondholders would have to take the risk of being paid in green- 
backs, not only for the interest, but also for the principal of the bonds. 
I think, therefore, that a war in Europe would tend to send our bonds 
back, and there would be no hope of selling any more 4 or ^ per cent, 
bonds for some time to come. 

Mr. EwiNa. The Secretary of the Treasury was under the impression 
that a foreign war might create a feeling of distrust in European se- 
curities, and might dispose capitalists there to invest in American se- 
curities. 

Mr. Heiser. I do not think that it would have that effect. The Eng- 
lish mind thinks that there is nothing so good as English consols. 
During the war, consols might go down to a low price, thereby increas- 
ing the amount of interest to the investor, and then I think that an 
Englishman would rather have his consols at any time than United 
States bonds. 

Mr. EwiNa. Do you think that we can safely rely on continuing the 
balance of trade in our favor I 

Mr. Heiseb. No, sir, I think not. The balance of trade which now 
is in our favor, is produced by two causes which are not likely to remain 
in force. One is the great poverty of the American people, which has 
caused a large falling off in the importation, not only of articles of lux- 
ury but of articles of actual need, and which, on account of our poverty, 
we have been forced to do without. This has reduced the volume of 
our imports very greatly. On the other hand, on account of foreign 
complications and of the war between Turkey and Eussia, there has 
been a very large amount of grain exported from this country, a large 
portion of which was on speculation, as is seen by the number of tail- 
ures that have taken place in the grain trade on the other side. It had 
been thought in Europe that the war would make a larger demand for 
our cereals than has really taken place. Now, if there should be no war 
between England and Eussia, the chances are that with the present 
amount of grain which they have on hand in Europe and with the re- 
turn of the Eussian soldiers to the paths of peace and industry, there 
will be less demand for our crops in the next year than there has been 
this year. Consequently, our exports will fall off. We exported very 
largely of pork, but pork to-day is at $8.75 a barrel, as against $17 
a barrel a year ago in Cincinnati. Mr. Sherman made a statement that 
the decline in the gold premium of nearly 10 per cent, within the > ear 
has hurt no one ; but I consider that that decline has caused this country 
losses which would really amount, if figured up, to as much as the whole 
principal of the public debt. The shrinkage in the value of real estate 
and of all classes of merchandise throughout this country, is something 
enormoiis, producing bankruptcy and ruin. Of course, if we can have 
resumption, some losses must ultimately 1:)e sustained, but the question 
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is whether it is proper to make these losses in order to attempt resamp- 
tion which cannot be maintained. 

Mr. EwiNa. When resumption is established would all the banks 
practically have to pay gold freely to their customers as they demand itl 

Mr. Heiseb. Yes ; the banks would stand the same as they stood in 
April, 1861, before Fort Sumter was fired oh. At that time we had 
specie payment, and the banks were ready, without any dispute at all, 
to give a man all the gold that his check called for. They have got to 
occupy that position in order to have a real resumption. They must be 
ready to meet all demands. 

Mr. Bell. Do you not think that the apprehension of the inability of 
the government to maintain specie payment would result at once in a 
panic f 

Mr. Heiseb. It would be very apt to have that effect. People would 
say, *' We have been for seventeen years under suspension of specie pay- 
ment, and some of the papers say that they do not think specie pay- 
ments can be maintained, as the Treasury has only got so much gold — 
one hundred and twenty-five millions as against seven hundred millions 
of paper money. I think I will take out some gold anyhow, as it will 
not do any harm, and we will see after a week or two how the thing 
works." If any bank falters in paying specie there will be an immediate 
demand for it. If a man goes to his bank in the country and says he 
wants gold, and if the bank says that it has no gold, but that it will pay 
him in greenbacks, he will be apt to say, ^^I do not call that resumption ; 
I want gold." And the result will be that every country bank will have 
to be supplied with gold in order to meet any possible demand that may 
be made upon it. At present the balk of the gold is in the seaboard 
cities, and it is in that form which, in my judgment, has been always 
dangerous — in the form of gold certificates. The smallest denomination 
of gold certificates is, I think, $20, and, therefore, if a bank wishes to 
meet the demand for five-dollar gold-pieces it will have to do so from 
actual coin, and that will cause the presentation of a large amount of 
gold certificates to the Treasury for redemption in small coin, which will 
be shipped by express here and there to the different banks throughout 
the country; and these coins will be taken out of the banks and carried 
around in people's psockets, and will disappear. That thing is already 
taking place in New York City. 

Mr. Bell. That accords entirely with my own view. 

Mr. Heiseb. I have had a good deal to do with people in buying and 
selling gold and bonds, having acted as agent for the government dur- 
ing the war in disposing of its bonds, and I know human nature pretty 
well. A good many men carry their hearts in their pocket-books. Mr. 
Sherman thinks that the American people will be like the Frenchman, 
and that they will not want gold if they know they can get it ; but I do 
not think that that will be the ease after an experience of fifteen years 
with depreciated currency. 

Mr. BwiNa. You spoke of the use of gold certificates to meet this 
popular demand for gold, and you think that the certificates will not be 
available? 

Mr. Heiseb. No, sir. 

Mr. BwiNG. Because the greenback becomes a gold certificate after 
the 1st of January, 1879, and is just as high a demand upon the Treas- 
ury as a gold certificate itself ? 

Mr. Heiseb. Certainly, I think that. But, while a man would not 
want to carry around $1,000 in gold in his pocket, he is willing to take 
a gold certificate and fol4 it up and carry it in his pocket-book. If there 
H. Mis. 62 17 
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18 any doubt at all in the miod of the people, the preferenoe woald be 
given to gold certificates over greenbacks, on the idea that the govern- 
ment conld not refose to pay the goM certificates. 

Mr. EviriNO. The Comptroller of the Gnrrency reports tiro thoi»and 
two hundred and twenty millions oi deposits in all the banks of the 
United States ; add to that six hundred and forty-seven millions of paper 
money. That makes two thousand ei^t hundred and sixty-seven mill- 
ions of demand claims, all of which are practical demands for specie so 
for as the people want specie. The preparation for resumption must 
include the supplying of gold for so much of that two thousand eight 
hundred and sixty-seven millions as the people want to turn into g^d. 

Mr. Heiseb. Yes, exactly. 

Mr. Bell. Then the whole question will depend upon the amount ci 
gold that the people want ? 

Mr. Heiseb. Yes, sir. An advance of one point in exchange might 
take out of New York in one week five or six millions of gold, and the 
people would get to talking about shipping gold and would become 
alarmed and would begin to convert greenbacks into gold. 

Mr. EwiNO. Irrespective of any doubt in the minds of the people as 
to the success of resumption, is it not true that the people, if they have 
their free choice, will use at least half as much coin as they will use 
paper f 

Mr. Heiseb. I think so. 

Mr. EwiNa. Even though they regard resumption as a certainty? 

Mr. Heiseb. I think so. I think that the coin will gradually enter 
into circulation in the different branches of trade and business more and 
more widely, and be more and more absorbed, and that it will require a 
much lairger amount of coin to maintain resumption than seems to be 
now contemplated on the part of the Secretary of the Treasury. 

Mr. EwiNG. A large number of people who hoard money — ^not people 
in cities, but people out in the country who keep considerable sums of 
money in their houses — ^farmers, trades-people, &c. — would they not 
naturally hoard gold in preference to paper 9 

Mr. Heibeb. They will, unquestionably ; and I think that that idea 
of hoarding will become more and more prevalent for the next year or 
two, on account of the great doubt thrown upon our savings-banks sys- 
tem. People have met with such heavy losses through the savings- 
banks, and they get so little compensation for their work, that they will 
want to keep their money at home, and they will keep it in gold. I 
think there will be a very large amount of gold locked up in that way. 

Mr. EwiNG-. You spoke of the probability of an increase of bank cur- 
rency on the theory that resumption is fairly established. What will 
be the effect of that increase on prices and consequently on exports f 

Mr. Heiseb. If there should be a lot of new national banks started 
to-morrow they would have no effect at all, because the mcmey would 
simply lie idle on account of there being no means for its employ- 
ment. But, with the restoration of confidence, if th^^ comes a revival 
of the industries of the country, and if the result of those industries 
will give accumulated capital, so that parties who have made money can 
meet together and say, ^* Let us organize a bank," I think that the or- 
ganization of banks, under that condition of affairs, would give us what 
we call inflation, and eventually raise the prices of commodities in the 
country. 

Mr. EwiNa. And what would the effect of that be on the balance of 
trade? 

Mr. Heiseb. The effect of that on the balance of trade would be to 
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turn it agaiast as, beeanse the moment we have what is called better 
times here, we immediately commence to import the articles which we 
have heretofore denied ourselves on account of our poverty. The p(^n- 
lation of this country is constantly iocreasing, and we need more and 
. more foreign articles from year to year. 

Mr. Bell. And does not that increase of population necessitate an 
increase of currency 1 

Mr. Heiseb. Yes^ of course we want more currency. I do not think 
we have as much currency per capita to-day as we had in 1861. In 1866 
the currency was at its maximum of inflation. At that time the war 
was just over. Prior to the close of the war all of the currency was in 
the North, East, and West, a^d even then we found it scarce at times^ 
and found a stringency in the money market in New York, particularly 
at seasons when money was most needed for the movement of crops. I 
claimed at that time that the settlement (^ the war did away with the 
barrier against the extension of the currency, and let it spread over a 
larger surtace ; that that brought about a natural and healthy contrac- 
tion of currency; that these greenbacks were the tools of commerce 
which the country wanted in order to repair the devastation and de- 
struction of war, and that these greenbacks floated the commerce of the 
country. 

In 1868, when Mr. McCuUoch made his Fort Wayne speech, in which 
he advocated contraction, Mr. Wendell Phillips said in Boston that we 
had now entered into the valley of the shadow of death. That contrac- 
tion has been urged upon the country ever since 1868. It culminated 
in the panic of 1873. Ever since 1873 we have had the idea that, as we 
have had the smash, now we should let ourselves go to <' hard piui,'' and 
we have been getting to " hard pan'' ever since, but have not got th^re 
yet. The country is growing poorer and poorer. But the cause that 
gave us all this inflation exists to-day — that is, the bonded debt of the 
country and the debts of States, cities, towns, and villages, and also 
the watered stock of corporations in this country — ^for instance, the New 
York Central Bailfoad, with its fifty millions of watered stock, charging 
extra rate for freight. We raised a large building and got the roof 
high up, and now we are going to work very industriously to take away 
all the foundations. 

Mr. EwiNa. Will not the rise in prices result necessarily in diminished 
exports'? 

Mr. Heiseb. Yes, sir, of course. 

Mr, Ev\riNa. And therefore tend to make gold the article of export to 
supply balances? 

Mr. Heiseb. Exactly, it will tend to turn the exchanges against us 
by stimulating imports and contracting exports. 

Mr. EwiNG-. Have you any means of estimating the amount of our 
indebtedness abroad of all kinds ? 

Mr. Heiseb. I have no reliable data to go on. I have discussed that 
subject very frequently in the subtreasury, in New York, with the assist- 
ant cashier. He can, from the amount of coupons presented by the for- 
eign bankers from time to time, estimate it pretty closely, and he esti- 
mated that there was about six hundred millions of our government bonds 
held abroad. But, in addition to the amount of government bonds so 
held, there is a very large amount of bonds of different States, New York, 
Connecticut, Bhode Island, Massachusetts, &c., and a large amount of 
the bonds of our leading railroad companies. I think it fair to assume 
that the amount of American indebtedness held on the other side 
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requires a remittance from this coantry, to pay the interest, of at least 
seventy millions a year. 

Mr. Bell. Is there not also an element of individnal indebtedness 
abroad! 

Mr. Heiseb. There is a very large element there which is scarcely 
considered — that is, what I call absenteeism — Americans living and 
traveling abroad. There is also another very important element, that 
Is, the amoant of freight-money paid on oar foreign commerce, aU oar 
foreign iM)mmerce being done in foreign bottoms. That is also another 
thing which is not properly considered. Then, again, in oar tables of 
exports and imports, we rely entirely on retarns from the custom-honse 
of the invoice valae of those goods, bat there is, and always will be, a 
very large amoant of smaggling and undervalnation of goods, which 
amoants to a great deal more than there is any idea of. 

Mr. Bell. That has been trne in all ages and in all coantries. 

Mr. Heiseb. Yes, sir, and always will be. 

Mr. EwiNa. What woald you sappose the drain throngh absenteeism 
wonld amoant to ? 

Mr. Heiseb. It is very difficult to get at that, becaase a large nam- 
ber of oar people are living abroad now on account of cheapness. The 
character of absenteeism now is diffei^nt from what it was before, when 
people went abroad merely for pleasure and to spend money. I think 
that it is within bounds to say that at least ten millions a year is spent 
abroad by Americans. Prices in this country are lower to-day than they 
were in 1861. 

Mr. EwiNa. And is not the tendency still downward ! 

Mr. Heiseb. Yes, sir 5 cotton goods are lower to-day than they have 
been for thirty years. 

Mr. BwiNG. What would you say as to our having touched bottom if 
we were to try resumption ? 

Mr. Heiseb. I do not think that we have touched bottom. I think 
that the evils which we have already gone through are nothing com- 
pared to what we will have to go through if we attem'pt resumption. 

Mr. BwiNa. You think that there will be a very large contraction of 
the paper currency ! 

Mr. Heiseb. I do. 

Mr. Bell. Will not that necessarily involve a still further shrinkage 
in values? 

Mr. Heiseb. Of course, and in an accelerated ratio of proportion. If 
a railroad company fails and goes into the hands of a receiver, he com- 
mences at once to practice economy. The credit of the company is 
gone. The rolling-mills and the workshops that had been supplying it 
before have immediately to dismiss their operatives. These operatives 
have no money to spend and they immediately cut off their purchases 
in the country store. 

Mr. Bell. And that state of affairs extends through all the circle of 
industry? 

Mr. Heiseb. Yes ; just like a stone thrown in the pond. The ripple 
has to reach the shore. There is no stop to it. The only way to revive 
business is to do something that will turn the current of public opinion 
and check this continued decline. That would have been done before 
if General Grant had not vetoed the inflation bill. That veto was a 
death-knell to all our hopes. 

Mr. Bell. What is your opinion as to the agency which the financial 
legislation of the last decade has had in producing this state of affairs — 
for example, the act pledging the faith of the government to pay the 
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public debt in coin; then, the act of 1873 demonetizing silver, and then 
the resumption act ? 

Mr. Heiseb. They have been all pernicious in their effect. I think 
that the first damage done to the country was by the act making the 
bonds payable in gold. 

Mr. Bell. That a3t changed the contract! 

Mr. Heiseb. Yes ; the bonds were not payable in gold. I, as agent 
of the government, remember distinctly that when the 10-40 bonds were 
issued, Jay Cooke & Co., at the expense of the government and as gov- 
ernment agents, advertised in every paper throughout the country, call- 
ing the attention of investors to the new 5 per cent. 10-40 bonds, as 
bonds having forty years to run, redeemable at the pleasure of the gov- 
ernment after ten years, and being the only bonds yet issued whereof 
the principal as well as the interest was payable in gold. About the 
same time a very large banking-house in Amsterdam wrote a letter to 
Secretary Chase, asking whether the principal of the 5-20 bonds was not 
payable in coin. Mr. Chase said that he could not say positively that 
they would be so paid, but that he was then paying off the Mexican 
indemnity bonds and some other bonds which were maturing at the 
time, and that he was paying them in gold, and supposed that the bonds 
already issued would be paid in gold when due. The people abroad who 
had refused to help us in our hour of need (many of them having bought 
Confederate bonds as preferable to our own) said, all of a sudden, when 
the war was over and when we were successful, *'Now, if you only make 
those bonds payable in gold, we will take some.'' Ex-Minister Schenck, of 
the Banking and Currency Committee of the House at that time, saw 
the President, and told him that if the bonds were made payable in gold 
a very large amount could be placed on the other side. Then there was 
a little combination made up in Kew York and Washington to buy a 
large amount of these 6 per cent, bonds, and the money was borrowed 
on them. I know that $500,000 was loaned by the Bank of America to 
Mr. Corbin. And then the passage of the bill making the bonds paya- 
ble in gold was advocated very strongly. The bonds advanced some 4 
or 5 per cent, but that advance only benefited a few, while it inflicted 
an immense loss on the many. 

Mr. EvriNG. Do you know what persons made purchases of bonds at 
that time with a view to that legislation ? 

Mr. Heiseb. I only know about Mr. Corbin, but the thing was 
known in New York and discussed at the time. The bill had a tendency 
to put up the price of bonds and to check all other enterprises, as the 
people all wanted to buy government bonds. 

Mr. EwiNG. What was the amount of the purchase of the bonds f 

Mr. Heiseb. It was estimated at the time at about ten million dol- 
lars. 

Mr. EwiNG. That was in contemplation of the passage of the act of 
1869! 

Mr. Heiseb. Yes, sir. 

Mr. Bell. In other words, there was. a combination formed to specu- 
late in the bonds ? 

Mr. Heiseb. Yes. Then the next legislative step that was a dam- 
age to the country was the demonetization of silver dollars, and then 
afterward the establishment of the trade dollar, which had more silver 
in it. That dollar was a legal tender up to 1876, when it was demone- 
tized. Now I consider that what this country wants is exactly what 
General Grant said in his first inaugural, when he said that a great civil 
war had ended and that we were now about to enter upon the paths of 
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peace : that we bad lost a large amount of treasure and sacrificed a great 
many lives, and tbat now we shoald go to work and repair the disasters 
of the past; and that it seemed as if a beneficent Providence had given as 
in the far West and in the bowels of the earth all the gold and silver 
that was requisite to restore prosperity. 

Mr. Bell. In the event that our foreign debt was refunded among 
our own people, and the interest paid out here, what is your judgment 
(with our immense agricultural and mineral resources) of the future 
prosperity of this country ? 

Mr. Heiseb. Unbounded. I can see the time coming when this coun- 
try will be the great financial center of the world. There is no question 
about that. 



Views of Mr. J. W. SchuckerSj of Philadelphia. 

Washington, D. C, June 5, 1878. 

Mr. BwiNa. We are informed that you were private secretary to Mr. 
Chase while he was Secretary of the Treasury. 

Mr. SoBUGKEBS. I held a confidential position under Mr. Chase during 
nearly the whole of his administration of the affairs of the Treasury 
Department, and for a considerable part of the time was his private 
secretary, as well as when he was Chief Justice. 

Mr. Ewma. I suppose you have given a good deal of study and at- 
tention to the currency question ? 

Mr. SoHUCKEBS. Yes, sir; I have. 

Mr. EwiNG. Particularly with reference to resumption of specie pay- 
ments? 

Mr. ScHUOKEBS. Yes, sir ; specially with reference to the question (rf 
resumption. 

Mr. EwiNa. Will you please state whether, in your judgment, it is 
practicable and consistent with the public welfare to resume specie pay- 
ments on the 1st of January next, according to Mr. Sherman's proposed 
plans! 

Mr. SoHUGKBBS. In my judgment it is not consistent with the public 
welfare to resume specie payments on the 1st of January next, nor at 
any other time ; and I see no reason for believing that Mr. Sherman can 
establish a successful system of specie payments, as he says he can do 
eight months hence. 

Mr. EwiNa. The premium on gold is down to one-fourth and three- 
eighths of 1 per cent. 

Mr. ScHUCKEBS. Yes ; gold has fallen. But the decline in the price of 
gold is due to progressive prostration of the industries and commerce 
of the country under the surgery of the resumption act, and to "rigging" 
of the exchange-market by the bank-syndicate. This method of de- 
pressing the price of gold is not new. Mr. Chase tried it during the 
early part of the war. It produced temporary etfects, and was a good 
thing for bankers and importers, but was a poor thing tor the Treasury, 
and was abandoned. Mr. Sherman and the syndicate will abandon it 
also. My belief is that it will be found a good deal more difficult to get 
rid of the present apparently nominal premium of one-half to one per 
cent, than it was to reduce the premium from 8 or 10 per cent, down to 1. 
The season of the year at which Mr. Sherman will begin operations will 
be favorable to him, but I feel assured that he cannot bring gold and 
paper to an actual par between this time and the 1st of January next. 
Besides, a nominal par does not constitute specie payments. 
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Mr. EwiNa. You say that you do not believe it consistent with the 
public welfare to resume specie payments on the Ist of January next, 
nor at any other time. Will you please explain this ! 

Mr. SoHUOKEBS. In my judgment the public welfare lies in exactly 
the opposite direction. I think it of the greatest possible importance 
that the country shall be permanently relieved of the despotism of the 
bank-paper or semi-metallic system. I am aware that this is not an 
orthodox New York or New England or Old England view, and that I 
am likely to be referred to our continental bills of credit said the French 
assignats as dreadful examples of the evils of inconvertible paper notes. 
The bills of credit and the assignats seem to constitute the entire stock 
in trade of the resumptionists. I have read a good deal about both, 
and am willing to allow that many hardships attended upon their use; 
but can't see how the American colonists could have got alcmg without 
the bills, nor has the possibility of so doing been pointed out by any- 
body. The Revolution would have failed before the end of the first year 
of the war except for their use, and the Fi*ench never could have made 
their revolution successful, nor prevented themselves from passing 
under the dominion of forei^ers, but for the assignats. Both the bills 
and the assignats were the inexorable necessity of people struggling for 
freedom, and they wrought immense services. The revolutionary war 
was sustained for five years by the bills. There was little or no specie 
in the country; the Continental Congress had no power to tax, and all 
they could do was to print bills, which they did; and I think rightly. 
Mr. Breck says specie was so scarce, that in the two years 1777 and 
1778 the whole amount of metal disbursed by Congress was less than 
$157,000; a sum, he says, which in gold would weigh 700 pounds, and 
might have been put in a wheelbarrow; and it was used by the com- 
missaries of prisoners in places where the bills would not pass, that is, 
in places in possession of the British. Bad as the bills were, they were 
far better than no money at all. But J am sure that the mischiefs 
wrought by them bear no sort of proportion to the mischiefs wrought 
since by paper notes protessedly convertible into specie on demand. It 
seems to be forgotten or unobserved that although our national life 
under the Federal Constitution began only eighty-nine years ago, we 
have spent nearly thirty of them in the use of inconvertible paper 
money, and that thirteen of the thirty have been spent in operations 
for bringing the people down to what in the resumption slang is called 
"rock t^ttom." There are more people out of employment in the coun- 
try at this hour and in actual want, as a consequence of operations 
under the resumption law, than there were inhabitants in the whole 
thirteen colonies during the war of the Eevolution. I may add, too, 
that the operations of the last three and a half years for ^^ hard-pan" 
(which is another of the truly-elevating watch- words of the resumption- 
ists) have wrought more injustice and suffering than resulted from all 
the monetary disorders of the country during the rebellion and up to 
1875. The convertible system is one that can stand no severe strain. 
Adam Smith said a hundred years ago that a nation might as well go to 
war with paper guns as with paper money, but experience shows that a 
resort to inconvertible paper is the one fundamental fact of modern war. 
The convertible system always collapses in war; then the inconvertible 
system is resorted to; then, when the war is over, the people are forced 
into the hardships and losses attending upon a restoration of the me- 
tallic standard; and after it is restored we are no better off than we were 
before. We suffer as great fluctuations in prices, speculation is as rife, 
and commercial convulsion as frequent and severe, if not more frequent 
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and more severe, than under the paper system. Besides which^ we have 
seen that system explode three times in this coantry in time of peace; 
and, what is remarkable, the more brilliant and promising the outlook, 
the more imminent was the danger of collapse or explosion. 

The Chairman. But has not the system operated well in Great 
Britain ! 

Mr. SCHUCKEES. The convertibility of the paper-notes has been bet- 
ter sustained in Great Britain than in the United States, but in other 
respects the metallic system has been no better than in this country; and 
there is the distinguished authority of Lord Overstone for saying that 
the Bank of England between 1825 .and 1844 was three or four times 
on the verge of suspension, and saved herself by producing an extra- 
ordinary and destructive pressure on the commercial community. There 
was a great panic in England in 1825, up to that time unparalleled in 
the history of the kingdom, so extensive and distressing in its effects 
that even Mr. Tooke, in commenting upon it, said that it was doubtful 
if the evils of the convertible system were not so great and preponder- 
ating as to outweigh all considerations that could be urged in its favor. 
Then there was the panic of 1837 and the '' pressure ^ of 1839, and then 
the panic of 1847, and those of 1857, 1866, and 1875, to say nothing of 
difSculties and pressures of greater or less intensity at intervening 
times. Eichard Cobden, in his evidence before a committee of the House 
of Commons in 1840 on banks of issue, declared that the fluctuations 
in the British currency in the two years 1836 and 1837 had produced 
greater evils, pecuniary, social, and moral, than had resulted from the 
direct failures of all the banks of issue that had taken place since such 
banks were first established in the kingdom ; which shows that, in the 
judgment of so eminent a man as Eichard Cobden, the measures neces* 
sary to sustain the convertible-paper system operated more destructively 
upon the public than an outright explosion. That system puts the 
whole commerce and industry at the mercy of a few millions of metal. 
I don't know that I can give any better illustration of its malignant 
character than by recounting its operation in Great Britain in 1847, at 
a time of extraordinary calamity and distress. It was the year of the 
Irish famine, as you will recollect. The suffering from the famine was 
appalling. The number who perished of actual hunger and deprivation 
in Ireland, andfrom disease engendered by want, from beginning to end, 
is estimated at over a half million of persons. England did not escape^ 
and the extent of the suffering in that part of the kingdom is shown by 
the fact that in Liverpool there were a hundred and thirty-two thou- 
sand applications to the parochial authorities for poor's relief in the 
course of a single week. The facts are these : There had been a failure 
of the potato crop in 1846, and a serious deficiency besides in the wheat 
harvest. There was a partial failure also on the Continent, so that in 
the fall of the year there was an extensive rise in the price of bread- 
stuffs, which continued throughout the winter into the spring of 1847^ 
at which time the greatest apprehensions of impending famine pre- 
vailed. In these circumstances the British merchants began the im- 
portation of corn from the Continent and from America, and to with- 
draw gold from the Bank of England to export in payment. One 
would suppose that, in circumstances like these, the presence of a 
great reserve of gold to be freely had in exchange for notes, solemn 
promises to pay gold on demand, would prove a true national blessing. 
But it was not so; the promise was a cruel and infamous lie; for, 
in the midst of these operations of the merchants, the Bank suddenly, 
and without warning to them or to the general public, shut down upon 
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them with effects so powerfal and trenchant that gold already in ships 
at Liverpool ready for departure to America was actually relanded and 
restored to the custody of the Bank! The expected and intended conse- 
quence of the measure of the Bank was — panic; and the whole kingdom 
was plunged into financial disorder and distress, which continued with 
more or less severity throughout the whole summer, and finally culmi- 
nated, in September and October following, in business failures which ^ 
according to Mr. Tooke, were beyond all precedent in the history of the 
country. And thus it was that, to the horrors of famine in some parts 
of the kingdom and want in all parts of it, were added financial calam- 
ity and suffering. The losses occasioned by this panic, produced by the 
action of the Bank, were stated by Mr. E. S. Oayley, a distinguished 
member of the House of Commons, at three hundred millions of pounds 
sterling, or fifteen hundred millions of dollars ! — a very dear price, he 
said at the same time, to pay for the convertibility of a hundred millions 
of bank notes ! But it was a roaring time for the Bank and the money- 
lenders; they garnered what others, with exceeding labor and pains, 
had sowed and reaped. The Bank of England made profits in 1847 
amounting to more than 2500 thousand dollars as against 1100 thousand 
in 1846; and in the three panic years, 1847, 1857, and 1866, made over 
nine millions of dollars, while its profits in twenty-two years of ordinary 
business were a yearly average slightly over eleven hundred thousand I 
Now, I defy you to find in all the annals of inconvertible paper money, 
either in war or peace, anything more shocking and infernal than this 
honest-money smash-up in Great Britain in 1847. And I may observe 
here, that after this panic, as after every other that has taken place 
since resumption of specie-payments in 1821, an event which, according 
to Mr. Peel, Mr. Eicardo, Mr. Canning, and the rest, was to make 
panics forever impossible, the British people have been regularly lec- 
tured by the honest-money press and sophisters of the kingdom about 
their extravagance, their overproduction, and their general deviltry and 
" cussedness,'' but they lecture not at all about overbanking, which is 
the real difficulty at last. Bankers and money-lenders are like the king, 
of whom it is said that he can do no wrong. 

Mr. EwiNa. But was not the Bank compelled to resort to severe meas- 
ures in order to keep her reserves from utter exhaustion ? 

Mr. SonuoKEBS. No doubt it was. There is no doubt at all that, 
under the paper system existing in Great Britain, the Bank had no alter- 
native but to destroy as she did. But what I say is, that a system 
which imposes such necessities is radically vicious and profligate, and 
ought not to be allowed to exist in any country. 

Mr. Bell. Suppose there had been an inconvertible paper system 
existing in Great Britain at that time, such as now exists in the United 
States ; what then 1 

Mr. ScHUCKERS. I will tell you what I think. Having no gold to 
send, they would have sent commodities to Prance and America to be 
exchanged for corn and beef at lower prices than formerly. No doubt 
this would have compelled increased exertions and sacrifices on the part 
of the laboring people, but the capitalists would have had to bear their 
share of the sacrifice, if not of the labor 5 and in the greater activity of 
the markets of the kingdom, and in the certainty of work to do and 
pay for doing it, the workers would have had some compensation at 
least for their sufferings. As it was, thousands and tens of thousands 
of them were put out of employment, and the miseries of themselves 
and their families fearfully intensified, while scores and hundreds of 
merchants and manufacturers were bankrupted and ruined, and the 
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trade of the kiDgdom immensely obstraoted. Althoagh there was % 
great fall in prices, in the absence of work and wages, the laboring peo- 
ple could not profit by the fall ; but, as I have b^ore said, it was a rous- 
ing good time for banks and banWs; and they made money. Lord 
Ashbarton, in his celebrated pamphlet on ^^The Oommeroial Crisis Con- 
sidered," commenting on the occurrences of 1847, says that the charac- 
ter of the demand for gold that then took place oaght to be regarded,* 
*'it was,'' he says, "for ft)od suddenly wanted." 

Mr. BwiNO. You would prefer the inconreitible system t 

Mr. SoHUGEEBS. Yes, sir; I would. 

Mr. Bell. How would you regulate such a system ! 

Mr. SOHUOKEBS. I would prefer a constitutional revision, but in the 
absence of that would be willing to intrust the regulation of the cur^ 
rency to Congress. 

Mr. Bell. There is great prejudice in the public mind against giving 
Congress the power to regulate the currency. It is believed that it 
would be badly exercised. 

Mr. ScHUCKEBS. Yes; such an objection is urged. I would Hke to 
see a constitutional provision on the subject, but would not be afraid te 
trust Congress. We intrust great powers to Congress ; among others, 
those of laying taxes, of borrowing money, of regulating commerce, of 
coining money and fixing its value, of declaring war and making peace, 
and, of course, of raising armies and providing a navy, and, in a vrord^ 
of conducting all the great affairs of state. The exercise of these powers 
touches every interest, public and private ; and while it is undoubtedly 
true that in some instances weakness and corruption prevail in legisla- 
tion, the general rule is, that the legislative powers are honestly and 
wisely exercised, and that the real wish of Congress is to promote the 
public good. I don't believe it would be very dangerous to intrust to 
it the tbrther power of regulating the currency. The country would be 
as watchful and jealous of its rights and interests in that rei^)eot as it 
is jealous and watchful of its rights and interests in respect of the other 
matters committed to the action of Congress, and there would be ne 
serious danger, in my judgment, of any great abuse of that power. 
Besides, if it is not limited by constitutional provision, it must be exer- 
cised either by the banks, or by the Secretary of the Treasury, or by 
Congress. Mr. Sherman informs us that, so far as the CTnited States 
notes are concerned, he is himself going to regulate th^n after the 1st of 
January next. I don't know where he will get authority to exercise so 
extensive a prerogative ; there is nothing in the resumption act confer- 
ring it, that I am able to see, and I don't believe Congress could consti- 
tutionally delegate to him such a power, even if it would, but he says 
he is going to exercise it any way. He proposes to erect a great national 
bank, of which he will be president, vice-president, board <^ directors, 
and grand sanjandrum generally; and a great deal a "bigger man" than 
Nicholas Biddle ever dreamed of being, when he reigned as king of the 
money-markets of this country. Mr. Sherman will make United States 
notes scarce or plenty as he shall think best; at times and in such ways as 
he shall think best ; with or without notice to the public, or to Congress, 
or to the banks, as he shall think best. He says be won't abuse this 
power, because he will always be under the eye of Congress. To be sure 
he won't always be under the eye of Congress; but it strikes me that if 
Congress is wise and honest enough to regulate a Secretary who regulates 
the currency, it is wise and honest enough to regulate the currency witti- 
ont the intervention of the Secretary. And I may here remark, that Ae 
Secretary's proposition to make legal-tenders scarce or plenty, as he 
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shall think best, in order to keep them convertible into coin, exhibits in 
a sentence the vicions character of the methods necessary to that kind 
of a currency. It implies a systematic unconstitutional coercion and in* 
terference with the business of the country which is not likely to make 
Mr. 8herman very popular, or to be long endured. Oar present system 
needs no such coercion and interference with the business affairs of the 
people by aFederal officer. Theduty of Congress with respect to it is very 
simple, and this duty is discharged by keeping the volume uniform and ex- 
panding it proportionately to the growth of the country. That Congress 
has been more steady and attentive to the public interest, or, at any rate, 
to what Congress believed to be the public interest, in the management of 
the United States notes, than the banks have been with respect to the 
management of their part of the circulation, a reference to pur financial 
history during the last ten years will prove. The outstanding green- 
backs on the 1st of January, 1868, were 356 millions, increased to 382 
millions, or 7^ per cent., on tbe Ist of January, 1875 ; and reduced to 
349 millions, or 9f per cent., on the 1st of January, 1878. The reduc- 
tion since 1875 has taken place in pursuance of the resumption policy — 
a policy supposed to be, most mistakenly, as I think, however, in the 
public interest, by restoring the metallic standard. The banks increased 
their circulation from 300 millions on the Ist of January, 1868, to 
354 millions, or 18 per cent., on the 1st of January, 1874, and down to 
300 millions, or 18 per cent, a^ain, on the 1st of January last. Their 
reduction in 1876 was 25 millions, or 7§ per cent, in the course of a 
single year. This reduction was not in the interest of the publio, but 
was exclusively in the private interest of the banks, and was done to 
seeure the high price of bonds prevailing in that year. While it would 
no doubt be altogether the best to have the circulation limited by con- 
stitutional provision, it is quite certain from this showing that Congress 
would be more likely to keep it uniform in volume than the banks. The 
government circulation has varied 17 per cent, in ten years, and would 
not have varied so much but for the persistent and pernicious influence 
of the banks on Congress^ while that of the banks has varied 36 per 
cent., not in answer to the requirements of the public, but solely to pro- 
mote the private interests of the bankers. 

Mr. Bell. Would a currency regulated by Congress be sufficiently 
flexible ? 

Mr. SoHUCKERS. A really flexible currency does not exist. A cur- 
rency to be flexible, in the sense in which you use the phrase, ought to be 
sufficiently so to meet great exigencies, but no convertible curreney is so or 
can be made so ; and I do not know, indeed, that the object of making bank 
or other notes convertible into coin upon demand proceeds at all upon 
the idea of securing flexibility. The real purpose of convertibility is to 
make the whole currency uniform in volume and value. The proof 
that a convertible currency cannot be flexible is found in the constant 
necessity the banks are under to prevent the free movement of gold and 
silver between the nations by coercive measures, sometimes productive 
of great calamities and suffering. If the system were really flexible the 
metals would, of course, be allowed to come and go without artificial 
obstructions of any kind. But they are not allowed to do so. The 
British panic of 1847 furnishes a painful illustration in i)oint. Although 
there was at that time the greatest possible necessity for the exporta- 
tion of gold — none greater can well be imagined — it could not be allowed. 
At the very moment an expansion of bank-notes became necessary to the 
public in order that the gold might go, it became necessary to the system 
to contract the notes that the gold should not go. When plentier money 
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and low rates were of the first importance to save the public, scarce 
money and high rates were necessary to save the system. In September, 
1846, the circulation of the Bank of England was 107 millions, and the 
rates of discount on first-class bills 3 to 3^ per cent.; in October, 1847, 
the circulation was down to 93 millions, and the rate of discount, nom- 
inally at 8 and 10 per cent, was anywhere from 10 to 30 per cent., 
according to the time the bills had to run. The system was saved, but 
at an expense of frightful physical suffering and vast public and private 
losses, for among other things the revenues fell away. !N^ow, what the 
country really needs is a system which, if it cannot promptly expand iu 
seasons of extraordinary pressure, at any rate will not contract, as the 
metallic system necessarily must, for the reason that, as the paper notes 
of a bank must conform to the gold and silver at the command of the 
bank to pay them with, so as the gold and silver diminish the notes 
must diminish also. In this sense the system is flexible, but it is a kind 
of flexibility destructive of all regularity and stability in business. 

Mr. Bell. Do you think a system of inconvertible notes is more likely 
to promote speculation and fluctuation in prices than take place under 
the convertible system ? 

Mr. SCHUOKERS. There is no proof that it is. Mr. Tooke says, dis- 
tinctly, that liability to expansion and collapse of credit have not been 
confined to the inconvertible state of the British currency, and he says, 
too, that the example of the currencies of Continental Europe is to tbe 
same effect. There is no proof that the causes leading to the panic in 
this country in 1873 were due to an inconvertible currency any more 
than that the causes which led to the great British panic of 1806 were 
due to a convertible currency. The English writers on currency have 
pretty much got over the habit of attributing to the paper notes all the 
ills that attend upon our modern commercial and industrial system. 
Lord Overstone says that even under a circulation exclusiviBly of gold 
there might be great abuse of credit, delusive appearance of prosperity, 
consequent revulsion and commercial embarrassment! and admitted, 
moreover, that under the stringent and restrictive convertible system 
of Great Britain the spirit of commercial speculation had been pushed 
to the most extravagant lengths. Colonel Torreus calls attention to 
the fact that in 1845, under an exceedingly restricted state of the paper 
notes of the kingdom, the amount of railway capital Parliament was 
asked to authorize at a single session amounted to 1700 millions of dol- 
lars, and says that if he included all the other new schemes in which 
scrip or letters of allotment were selling in the London market in Au- 
gust and September of that year at a premium, the grand total could 
not be estimated at less than 2500 millions of dollars ! Yet the whole 
outstanding paper circulation of Great Britain, at the same moment, was 
only 193 millions of dollars! and convertible into coin at that. 

Lord Overstone sums up the causes which affect the state of trade 
in an admirable way. They are, he says, ''the bouyant and sanguine 
character of the human mind ; miscalculations as to the relative extent 
of supply and demand ; fluctuations of the seasons 5 changes of taste 
and fashion; legislative enactments and political events; excitement 
or depression in other countries connected by active trading intercourse; 
an endless variety of casualties acting upon those sympathies by which 
masses of men are often urged into a state of excitement or depression; 
these, all or some of them,'' he says, " are generally the original excit- 
ing cause of variations in trade, the currency being a subordinate agent." 
^^So long," he says, ''as human nature remains what it is, and hope 
springs eternal in the human breast, speculations will sometimes occur 
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and bring with them their attendant train of alternate periods of excite- 
ment and depression. Those who expect to find in the most perfect 
management of the circulation the magic power to secure perpetual 
ease and undisturbed steadiness in commercial affairs, are like the alche* 
mysts in search of their mysterious secret ; and the discovery if made 
would prove equally useless. Storms and tempests are not more cer- 
tain and inevitable in the material world than are the periodical con- 
vulsions of commercial affairs ; ^ and he adds that " they both serve 
similarly useful purposes." " What we are in the habit of calling the 
* state of trade,' " he says in another place, " is an instructive lesson. We 
find it subject to various conditions which are periodically returning ; 
it revolves, apparently, in an established cycle. First, we find it in a 
state of quiescence; next, improvement; then growing confidence, 
prosperity, excitement, overtrading, convulsion, pressure [pressure is 
Lord Overstone's constant synonym for panic], stagnation, distress, end- 
ing again in quiescence.'^ This is Lord Orerstone's description of the 
constantly recurring revolutions in commercial affairs under a system 
which is supposed to be the final attainment of honest-money wisdom. 
Nothing worse, certainly, can truly be charged against the American 
system. 

Now, as to fluctuations in prices, it is demonstrable that they are just 
as great and frequent, if not indeed greater and more frequent, under 
the specie-paying system of Great Britain than under the non-specie- 
paying system of the United States. One of the most persistent of the 
charges made against our system is that under it prices are peculiarly 
liable to fluctuate. The Secretary of the Treasury charged this in his 
conference with this committee. But I venture to say that the Secre- 
tary has never made any investigation at all into the subject ; he simply 
assumed the whole case ; and 1 venture to say, moreover, that of all 
those who have made this charge not one in ten thousand has made any 
comparison whatever with a view to reach the truth. Lord Overstone 
said that he was unable to detect any clear or marked differences in 
prices under the two systems, the convertible and inconvertible, as they 
have existed at different times in Great Britain; which was really an 
admission in favor of the inconvertible system, seeing that it existed in 
war times, when everything was in a greater or less condition of turbu- 
lence, while the other system had the advantage of peace. Mr. Tooke 
says as much. In the History of Prices, after the most exhaustive 
induction of facts during the suspension by the Bank of England, from 
1797 down to 1827, he declares that whatever variations took place were 
due to other causes than the operation of the currency ; that is, that 
they grew out of the disorders of the wars. It is not possible to make 
any really just comparison of our prices with prices in England since 
1867, owing to disturbing causes that have operated exclusively among 
us, but it is perfectly certain that if the variations growing out of modi- 
fications in taxes, the panic of 1873 and the resumption act, be counted 
at only 40 per cent, even, then our paper prices have not varied so 
much as the metallic prices of Great Britain. Forty per cent, is a very 
low estimate of the effects produced by the causes named. That the 
prices of the country have been affected by some agency operating upon 
them all is proved by a progressive and uniform decline throughout 
the whole range of our markets. 

Without going further into this branch of this great subject -4he 
greatest to which this people can at this time give their attention — the 
history of paper notes in all countries warrants me in saying that 
whatever choice exists as between their two principal forms, the con- 
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vertible and inoonvertiblQ, it is clearly with the latter. At all events^ 
the advaotagea of the eotivertible system are not so great and prepon- 
derating a3 to justify the further pressure that most be put upon the 
conntary in order to substitute it for our existing system. 

Mr. Bell. You say ^^ the further pressure that must be put upon the 
country in order to establish the metallic in place of the existing sys- 
tem.^ You mean by that expression that we have not yet reached bot- 
tom, and that further sacrifices are necessary f 

Mr. SOHUOKBBS. Yes, sir ; that is what I mean. 

Mr. EwiKG. But if further sacrifices are necessar^^, then Mr. Sherman 
will not be able to resume next January f 

Mr. SOHUOKEBS. I do not mean to say tiiat Mr. Sherman cannot pay 
gold and silver in exchange for United States notes, and in discharge 
of other obligations of the government, after the 1st c^ January next, so 
long as he has gold and silver to pay with } but what I do say is, that 
a genuine and permanent system of specie payments, such as now exists 
in Great Britain, France, Germany, and the other specie-paying coun- 
tries of Europe and upon our Pacific coast, is impossible to be estab- 
lished in the circumstances of this country as they will exist at that 
time. Either a continuous artificial pressure must be exerted to pro- 
tect it, or it will collapse from constitutional weakness. My belief is 
that continued operations upon the currency after the 1st of January 
will be impossible } that the country will not submit, and that if any 
attempt at specie payments is made at all, it must be a real one ; in 
which case, in my judgment, its collapse is a question of a few months 
at furthest. I must repeat, however, that I do not see by what meaDS 
the apparently nominal premium of ^ or 1 per cent, on gold is to be 
broken down ', and of course until that is done no resumption can be 
even attempted. 

Mr. Bell. The Secretary says the people will not want gold and silver 
when resumption takes place. 

Mr. Sghuokbbs. If Mr. Sherman's resumption be genuine, t^at is, if 
Mr. Sherman pays out gold freely to those of the people who will want 
gold for notes, and to those of the public creditors who in good faith 
will ask tor gold in payment of their claims, he will very early be unde- 
ceived on this point. If they do not want it for their own personal use, 
they will want it to sell. By this I mean that the American people are 
not likely to allow 50 or 60 millions of gold to lie idle and useless in the 
Treasury vaults when they can export it at a profit. If they can have 
gold as freely as they can have notes they will take the gold and send it 
to Europe. 

Mr. Bell. Why do you say that the people will not allow 50 or 60 
millions to lie idle and unused in the Treasury f According to Mr. 
Sherman's calculations there will be in the Treasury, available for resump- 
tion, 125 or 135 millions of gold and silver, independently of that held 
by the banks. 

Mr. ScHUOKEBS. Mr. Sherman greatly overestimates his resources — 
at any rate, those available for resumption of specie payments. And if 
the committee will ^allow me to do so I will go into this matter with 
some particularity. I was present during the conference with the Sec- 
retary on the 1st and 4th of April, and heard him ex{dain his plans with 
great minuteness. They are very plausible; as the detectors say of 
good counterfeits, *» they are well calculated to deceive." But they can- 
not stand a very close examination without discovering their weakness. 
Mr. Sherman sajs he expects to have in the Treasury on the 1st of Jann- 
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ary next,* the date at which resamption is to take place, $188,357,000. 
Bat ill CNcder to arrive at the final sum that witt be available to Mm at 
that time for resamption he deducts four items : Goin-certificates out- 
standing, interest due and unpaid, called bonds and interest thereon, 
and credits to disbursing-c^cers aad outstanding checks — a total of 
$75,799,000; thus leaving, as <^ actually available," according to Mr* 
Sherman, for resumption purposes, $112,558,000. Mr. Sherman says, 
however, that in an em^gency, which he does not think will ever 
arise, he can use at least Me-half the balances standing to these several 
accounts (excepting eain-certifi(»>tes), amounting to nine millions, thus 
enlarging his ^^avtulable" funds in what he calls ^<a business sense'' to 
$121,558,000. Be proposes further, should the emergency be great, to 
issue nine or ten millions of coin-certificates to pay off legal-tenders, 
which, he snys, he has a right to do under the law, thus adding, in '^a 
business sense'' again, nine or ten millions more to his available funds. 
But no such absurd claim as this can be conceded, as you will agree. 
Aftw resumption of specie payments, coin-certificates and United States 
B0tes will be demands against the Treasury of exactly equal obligation, 
though the former are held against a special fund ; smd that Mr. Sher- 
man gravely proposes to pay one paper note with another paper note, 
nominally its coin equivalent but actually less in value, seeing that the 
note to be paid is a l^al tender, and that the note he proposes to pay 
with is not, shows the lamentable oonfusion reigning in his mind as to 
what "specie payments" really means. Mr. Mioawber's method was ex- 
actly this, so that Mr. Sherman's has not even the merit of a ridiculous 
novelty. 

Mr. EwiNa. Clearly, the Secretary will not be able to use coin-cer- 
tificates in the way he suggested. . 

Mr. SCHUCKEES. Undoubtedly not Conceding all Mr. Sherman's 
other claims, he will have just $121,558,000 of funds in the Treasury 
belonging to the government available toward resumption, according 
even to his own showing. But he makes no reservation whatever on 
account of interest accruing on public debt due in January next — ^about 
sixteen millions — but includes in his funds "available for resumption" 
the whole supply of coin in the Treasury when the operation begins « 

* In his interview with the committee on the 4th of April, Mr, Sherman sabmitted 
the following table, showing the condition of the Treasury at that time, and its "prob- 
i^le condition" on the 1st of Jannary next : 



Actaal condition 
April 1, 1873. 



Probable condi- 
tion. Jannwy 1, 

1879. 



Demand liabilities, April 1, 1878 : 

Le^-tender notes 

Coin-oeitiflcates 

Interest overdue 

Debt, matured and interest 

Correnoy-oertificates 

[Fractional currency 

Demand notes 

TJnolaimed Pacific Raiboad interest 

Totris 

Demand resources, April 1, 1878 : 

CJoin 

Currency... 

Totals 

Percentage of resources to liabifities 



1347, 848, 712 00 

57, 883, 460 00 

4, f21, 146 77 

8, 439, 391 04 

25, 315, 000 00 

16,950,115 62 

69,348 50 

.^7,267 03 



460,527,374 96 



138, 357, 608 14 
35, 966, 851 35 



174, 324, 459 49 



.37 



1340, 000, 000 00 

57,883,^00 00 

4, 000, 000 00 

8, 000, 000 00 

25, 215, 000 00 



435, 098, 400 00 



188, 357, 608 14 
35, 966, 851 35 



224, 324, 459 49 



.51 
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That this will be a daring and perilous experiment is attested by the 
fact that, while his whole *< available" fands aggregate one hundred and 
twenty-one and a half millions, one hundred and seven and a half niil- 
lions will be borrowed money ! leavipg fourteen millions as the au^oant 
derived from surplus revenues specifically*«et aside by law for interest 
on public debt, and not etiough to make good the outstanding interest 
accrued up to the day resumption begins! and this, too, afber depleting 
th€f sinking-fund of over thirty-two millions in the past four years. And 
you will allow me to observe, that sis no bank or government has ever 
yet succeeded in supporting a system of convertible notes on borrowed 
coin, so no bank nor government ever will. 

Again : The point of redemption of the legal -tenders under the resump- 
tion act Jp fixed at the assistant treasured oflftce in New York. The 
Aggregated demand for redemption, is thus concentrated upon a single 
fund, and to make actually available all, the coin belonging to the gov- 
ernment in order to meet it, Mr. Sherman must denude every other Sub- 
treasury, mint, and assay-of^ce and bank depository in the country of 
every dollar in its possession. But this cannot happen, nor, obviously, 
can any considerable part of the coin held elsewhere be made available. 
The positive requirements of the public business forbid ; specie pay- 
ments will exist everywhere in the country after the 1st of January next, 
and public creditors may ask coin in good faith at all points where the 
government pays at all 5 and if you will take the trouble to foot up the 
metals at other places than New York, as showft in tables 2, 3, and 4 
of the appendix to the printed conference I hold in my hand, you will 
find that on the 1st of February last it was* over twenty millions, on 
the 1st of March twenty«three and a half millions, and on the 1st of 
April twent^^-five. millions. If you i^ake tile smallest of these sums as 
representing' the average and necsessary' holding of the government at 
other points than New York, then the whole amount of coin available 
at that city will be $100,558,000. 

Even this, however, aoes not conclude the case. For the truth is, 
that the amount of coin really available to Mr. Sherman for resumption 
purposes on the 1st of January next, or at any other time, is that sum 
only of his whole reserves which, according to recognizeid and estab- 
lished principles of banking, he can pay out before he must either sus- 
pend payment or lay an artificial pressure upon the money market to 
prevent their exhaustion. Mr. Sherman's reserves, I beg you oarefully 
to remember, have no automatic and natural connection with banking 
and commercial movements, and his resources for maintaining them are 
of a surprising and extraordinary kind. They are derived wholly from 
taxation (sui^Ius revenues) and by borrowing (through sale of bonds). 
Whatever gold and silver he already has or may get is I'elatively an un- 
varying and ^xed mass, upon which the debts of the government and 
the demands of the. banks and of the general public will exert a con- ' 
tinuous dead pressure. 

It is not necessary to enlarge upon the novelty of this proposed sys- 
tem, to justify me in saying that it is so abnormal in principle and so 
wholly untried in practice, and so complicated, besides, with public-debt 
payments and other public disbursements, that, to establish and preserve 
confidence,. a reserve. large enough to sustain considerable depletions 
without exciting apprehension and alarm must be steadily kept up. I 
don't think any good banker in New York — Mr. Vermilye, Mr. Ooe, or 
Mr. Cisco, for instance — would put the limit below which it could never 
fall so low even as 70 or 80 millions. When the metallic reserve in the 
Bank of England falls even to 100 millions, the greatest alarm, if not 
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actual panic, prevails alike in banking and commercial circles in Great 
Britain. Mr. Sherman proposes to b^in paying, yoa see, at the very 
point where the Bank of England stops paying and applies the severest 
pressnre. 

Let us say, however, that llie minimum below which Mr. Sherman's 
reserves can never fall is 00 millions, which is 40 or 50 millions too low ; 
then his ultimate and efficient preparation for resumption, so far as its 
, metallic side is concerned, will be represented by the mm of $45,558,000, 
and no more, if even so much. 

Now, this is neither fallacy nor trifling with facts and figures. The 
Treasury is no stronger than its weakest part, and hence no stronger 
than its disposable reserve. If the disposable reserve be strong, the 
Treasury will be strong ; if the disposable reserve be weak, the Treasury 
will be weak. And it will be strong or weak with relation, of course, 
to the demands to which it must respond. The demands to which it 
must respond on and after the 1st of January next will be, directly, 
340 millions of legal tenders, and, indirectly, 300 millions of national- 
bank notes and the whole bank deposits of the country. That this dis- 
posable reserve bears no real or even approximate relationship to these 
demands is clearly evident. A depletion of 15 or 20 millions, possibly 
;even of 10 millions, would precipitate a ^'run" utterly exhaustive of it 
in a single day. 

Mr. EwiNG. The Secretary says his reserves are independent of the 
iMinks. .He says the banks must take care of themselves. 

Mr. ScHUGKEBS. Yes; I know he says so. I heard him say it. But 
it is not difficult to show how falUvcious his belief is on that point. But 
before doing so I wish to call your attention to one of the most serious 
of Mr. Sherman's many misapprcheqsions upon this subject, and which 
illdstrates perfectly the narrow "view he takes of it, and which is par- 
ticipated in by many others, I am very sorry- to say. If you will turn to 
appeudix No. 7 of the printed conference, you will see that he there 
makes a statement in which is sh6wn the present condition of the 
Treasury and its probable condition after the Isft of January next. This 
statement distinguishes the demand liabilities as they will then exist 
into two classes, "coin'' and ^'currency." The country nas been so long 
accustomed to "coin" and "currency'' as distinct things, that Mr. Shor- 
eman, for one, seems unable to disengage himself from the notion that 
these distinctions are to continue after resumption of specie payments 
IB established, and that no coin liabilities can exist except such as are 
specifically for coin. But this is certainly an entire and most important 
mistake^ I submit that after the 1st of January next, if the resumption 
act is enforced, there will be no obligation of the government which will 
not be payable in* coin. Specie payments means this or means nothing. 
' If t am right, then all the creditors of the government who 'desire coin 
are entitled to receive coin. This fact is of supreme importance in this 
respect, that the business of the subtreasurer's office at New York is 
between seven and eight hundred millions of dollars a year; and noth- 
ing in the world is more certain than that Mr. Sherman's whole disposa- ' 
ble reserve may be drained away from him by public creditors in 20 or 
30 days, or even less time, without the presentation of a single legal 
tender for specific payment in coin! It was not necessary /or General 
Bwing to seek to show, therefore, that a "run" by the national banks 
was the particular peril menacing Mr. Sherman's reserves; although 
Mr. Sherman showed decisively enough — despite his repeated assever- 
ations, that, the legal-tenders being scattered all over the country, 
enough of them could not be concentrated upon his reserves to imi)eril 
H. Mis. 62 18 



Digitized by 



Googk 



274 RESUMPTION OP SPECIE PAYMENTS. 

theiD — that it coald be doue with the ntmost possible ease. Oo pages 
48 and 49 of the printed conference, he said that five millions out of 
the fifteen millions of five per cent, redemption fand of the national 
banks held in the Treasury was continually in course of transfer 
between the Treasury and the banks, and that each bank was allowed 
ten days within which to make good its legal-tender reserve. This im- 
plies a movement of five millions of legal-tenders into and out of the 
Treasury every ten days, or fifteen millions a month, or one hundred and 
eighty millions a year! But, in point of fact, the redemptions of bank- 
notes, notwithstanding the difficulties in the way of assorting and pre- 
senting them at the Treasury for payment, described by Mr. Sherman 
on page 58 of his conference with this committee, proceed much more 
rapidly even than at the rate of one hundred and eighty millions a year, 
for in 1876 they amounted to two hundred and four millions of dollars, 
and in 1877 to two hundred and thirty-six millions I How long would 
it take the banks at this rate to exhaust his disposable reserve should 
they once begin upon it ? And could they not make the movements 
twice or thrice as rapid if they should exert themselves to t^at end? 
and by. what possible means at his command could Mr. Sherman re- 
plenish his reserves as rapidly as the banks could exhaust them ? If 
you suppose a drain of fifteen or twenty millions to have taken place for 
export, just to that extent not only is the Treasury depleted but its 
I>ower of replenishment lessened, for Mr. Sherman will find no metallic 
reserves among the people nor private hoards from which to draw. He 
will fish in a dry well. Moreover, the banks hold a large sum of ^^ cur- 
rency certificates,'' aggregating twenty-five or thirty millions, which 
may be precipitated upon the Treasury gold, by concert of action among 
the banks, in a single hour! 

And this brings me to say that Mr. Sherman's declaration that the na- 
tional banks must takecareof themselves is another characteristic fallacy. 
In one of his colloquies with Greneral Ewing he undertook to show an 
analogy between his proposed bastard-bank system and that of the Bank 
of England. But it failed, because no such analogy exists. The Bank 
of England — technically the banking department of the Bank of En- 
gland — issues no circulating notes. The ^^ issue department" of the Bank 
of England is, in the language of Lord Overstone, a department of state. 
It is entirely distinct and separate from the banking department, and in 
its functions wholly automatic and mechanical. It issues notes to the 
public in exchange for gold and gold in exchange for notes. This is its 
function, and absolutely all ; unless retiring worn-out or mutilated notes 
in exchange for new notes be also called a function. It can neither in- 
crease nor diminish the paper circulation except in absolute obedience 
to the public requirements; and the Bank of England, properly so 
called — technically the banking department of the Bank of England — 
buys its notes with gold exactly as any other banking establishment 
or private person must do, and in this respect is in no better position 
than the humblest of the Queen's subjects. This ^^ issue department" 
connects itself directly and intimately, therefore, with the banking and 
commercial interests of the kingdom, and this naturally and without 
any ellbrt of its own. Its position on the 3d of April was this : It had 
outstanding circulating notes to the amount of $187,880,375, and gold 
coin and bullion in its vaults to the amount of $112,880,375, and govern- 
ment debt and other securities to the amount of $75,000,000, making a 
total of $187,880,375. Leaving entirely out of sight the government debt 
and other securities, it still has more gold to meet one hundred and 
eighty-eight millions of notes (fifteen millions of which, by the way, 
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are constantly in ase npon the Continent) than Mr. Sherman will have to 
meet three hundred and forty millions, with this further difference, that 
Mr. Sherman's gold is borrowed — borrowed to the very last dollar of it — 
and is, besides, complicated with various public and private accounts: 
interest accruing, interest due and unpaid, called bonds and interest, 
disbursing officers' and other demands, subjecting it to more or less con- 
stant drain, while the gold in the issue department of the Bank of Eng- 
land is solid capital, held for one purpose only, and can be applied to no 
other — namely, the .redemption of circulating notes. 

It is impossible to see any likeness between this powerful and im- 
pregnable British department of state and the bastard bank system Mr. 
Sherman proposes to establish next year. 

But if you will take into view the whole British banking system and 
this issue department or department of state, and then the relations 
that must arise between the national banks and the New York sub- 
treasury next year, we can see the true likeness, so far as it goes, and 
the supreme mistake Mr. Sherman makes in supposing it possible to 
separate the Treasury from the banks. I will show you how this is : 

Bank of England notes are a legal teqder everywhere in England 
except at the counter of the Bank itself, where they are payable in gold 
on demand. 

After the 1st of January next United States notes will be a legal- 
tender everywhere in the country except at the office of the subtreas- 
urer in New York, where they will be payable in gold and silver on 
demand. 

The reserves of the Bank of England, technically the banking depart- 
ment of the Bank of England, as well as of the other joint-stock and 
private English banks, are made up of gold coin and Bank of England 
notes — chiefly of notes. The English country banks keep a large part 
of their reserves or balances with London banks. These London banks 
trade with some part of the reserves or balances of the country banks, 
and keep the remainder on deposit with the banking department of the 
Bank of England. The Bank of England holds these reserves subject 
to call, of course, and when demand is made for gold, converts its notes 
into metal by presenting them at the counters of the issue department 
for payment. It is in this way that the issue department is constituted 
the ultimate metallic reserve of all the banks in England. 

The reserves of the American banks follow a precisely analogous 
course. Their reserves are made up of United States notes and gold 
and silver coin ; at this time almost exclusively of notes. The ^^ coun- 
try banks" keep a large part of their reserves or balances on deposit 
with certain <^ city banks" in what are called the redemption cities, and 
some of them in New York, and the ^^city banks" keep a large part of 
their reserves on deposit with "New York banks," and the "New York 
banks" in their turn keep a large proportion of their reserves — both 
paper notes and coin — on deposit in the subtreasury in that city; both, 
however, under special contract, as witness the Revised Statutes and 
the " coin" and " currency " certificates held by the banks. 

The course of banking affairs in the United States and England is, 
as yon perceive, precisely analogous ; and when a demand is m^e upon 
the New York oanks for coin, no matter from what quarter it comes, 
whether from "country" and "city" banks, or from the general public, 
those banks must meet it by presenting their paper notes, either coin-cer- 
tificates or legal-tenders (and preferably the latter, of course, as the for- 
mer are held against a special fund under a special contract, and there- 
fore entirely safe, while the latter are not), at the subtreasury for pay- 
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ment. The coin Id the subtreasary at New York thas necessarily be 
comes the altimate metallic reserve of all the banks in the coontry, as 
the gold in the issue department of the Bank of England is the ulti- 
mate metallic reserve of the English banks, and must respond in exactly 
the same way. How long it could respond to any serious demand is 
easily computed. 

Mr. Bell. Your analogy undoubtedly shows the true state of the 
case. 

Mr. ScHUCKERS. 1 4*eally think it does ; but I am not yet at the end. 
It is possible to show, by what seems tome a sort of mathematical dem- 
onstration, the impossibility of anything like permanent resumption 
of specie payments in this country next January. Nobody will dispute 
that specie payments means a condition of the monetary circulation in 
which the prompt and certain convertibility of the paper notes, by whom- 
soever issued, into metallic money upon demand, is completely and per- 
manently assured. But this is not all. It means, further, a condition 
of the banking and commercial interests in which all values and prices 
are at the metallic level, and in which merchants and manufacturers 
freely deposit their gold and silver in the banks and as freely draw it 
out 'y it means, that is to say, the voluntary and spontaneous flow of 
the precious metals into and out of the banks and among the people 
precisely as the paper notes do, and their payment in all cases where in 
good faith required. 

This is, in brief, the system of specie payments prevailing in Great 
Britain, Germany, and France at this day, and is the only system that 
can exist in this or any other commercial country in this age of the world. 
No artificial restraints, nor aitificial arrangements or combinations of any 
kind can prevail for the support of a merely nominal convertibility. 
The forces that govern the movements of the precious metals among 
the nations operate with an irresistible pressure, and can no more be 
defeated by device and contrivance than device and contrivance can 
operate to defeat the ebb and flow of the tides. 

Two facts attend upon the specie-paying system, which both reason 
and experience show to be necessary and inseparable from it, and which 
constitute, indeed, the law of its being. These facts are : 

1. The presence in all specie-paying countries of a great central re- 
serve or hoard of metal, upon which must primarily fall all the unusual 
and extraordinary demands of the banks or the public for gold and sil- 
ver. In France this great central reserve or hoard is found in the Bank 
of France at Paris ; in Germany, in the Imperial Bank at Berlin ; in 
England, in the Bank of England at London ; in the United States, 
after the 1st of January next, it may or may not be found — "that will 
depend ^ — in the subtreasurer's oflSce at New York. 

2. The presence of an extensive metallic circulation among the people 
and private hoards of greater or less extent, to supplement or aid the 
central hoard when in course of serious or extraordinary depletion 
Experience shows that these depletions usually take place for export 
abroad ; according to Lord Overstone they fall both upon the metallic 
circulation among the people and upon private hoards, while Mr. Tooke 
says that there is always a mass of bullion in such a country as Eng- 
land, which, however, does not necessarily form a part of the internal 
circulation, that is kept for the purpose of settling international bal- 
ances ; though some of it, he says, as coinage is free in England, may 
be kept in the form of sovereigns. But that a large metallic circulation 
among the people, and private hoards of greater or less magnitude, 
must exist wherever specie payments exist, is proved by all experience. 
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The Chairman. These conditions do not exist in this country ; that 
is, there is no metallic circulation among the people except a greatly 
debased subsidiary one, and no private hoards. 

Mr. SCHUCKERS. There is certainly no gold and silver coin circulating 
among the people this side of the Bocky Mountains, other than subsidi- 
ary, except, perhaps, to some small extent in Texas ; and if there be any 
private hoards they are of no importance ; not extensive enough, at any 
rate, to afford relief in case of extraordinary demand. But we have a 
notable illustration of this universal law, that wherever specie payments 
exist — ^the reason of which I shall presently undertake to explain — there 
must be a large metallic circulation and private hoards among the people, 
right here in our own country. It seems to have escaped observation 
that the specie-paying system on the Pacific coast is a complete refuta- 
tion of the belief of Mr. Sherman and the resumption doctrinaires, that 
it is possible to establish in the United States a system of convertible 
paper notes without any coin among the people 5 in other words, that 
the public will prefer paper notes to gold and silver when gold and sil- 
ver can be freely had in exchange for notes. The metallic system, as 
you know, has never been given up on the Pacific coast. The paper 
circulation of that coast does not exceed five millions of dollars, includ- 
ing national-bank Dotes, gold-bank notes, and legal-tenders, while the 
metallic money in the banks and treasuries and among the people is, 
according to Dr. Linderman's estimate, thirty-two and a half millions. 
I conceive this state of facts, existing among an entirely characteristic 
American population, who keep up the metallic system, fatal to Mr. 
Sherman's whole system of reasoning. The unrelenting law that gov- 
erns convertible currencies in all countries does not fail, and cannot fail, 
to assert itself in America as it does everywhere else. 

Mr. EwiNa. This law requires that Mr. Sherman shall largely reduce 
the paper circulation and increase the metallic circulation. 

Mr. ScHucKERS. Yes, sir. The conditions existing on the Pacific 
coast, and in all specie-paying countries, must be established before re- 
sumption can be i>ermanently successful here. Those conditions are 
in pursuance of laws that govern the distribution of the precious metals 
and the convertible currencies among the commercial nations, and no 
resumption can be successfully established which does not conform to 
those laws. They have been laid down by Mr. Eicardo with great clear- 
ness and precision. According to that great economist, the precious 
metals employed in circulating the commodities of the world are divided 
among the nations in proportions according to their wealth and com- 
merce, and therefore according to the number and frequency of the pay- 
ments they are required to make. If there be no disturbing causes in 
operation, the prices of all countries will be at the true metallic level, 
and no temptation will exist either to send metal abroad or to import it. 

If, however, from any cause, a rise of prices takes place in any par- 
ticular country, it will become profitable to export the metals from that 
country, and more or less will go abroad, according to circumstances ; 
but when the amount exported has so reduced prices that no further 
profit is derived from sending them abroad, their export will of course 
cease. 

These principles, which are fundamental, may be illustrated by a hy- 
pothetical case. Let us suppose the currencies of France, Great Britain, 
and the United States to be purely metallic, and that the quantity nec- 
essary to circulate the commodities of France is 1,000 millions; to cir- 
culate those of Great Britain, 750 millions, and those of the United 
States, 500 millions. These are rough approximations to the true pro- 
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portions. Suppose, now, the discovery of a prolific gold-mine in the 
United States. Prices will rise here as the newly-mined gold is coined 
and put into circulation, and presently the excess will flow off into 
France and Great Britain, and as it does so the level of the metals 
will rise everywhere according as the production of the mine is greater 
or less. 

But suppose that, instead of the discovery of a gold-mine, banks of 
issue are set up in the United States, whose metallic reserves aggregate 
150 millions of dollars, and that, proceeding upon the belief and prac- 
tice of bankers generally that they may issue three dollars of circulating- 
notes to one of metal held in reserve for redemption, they push out 450 
millions of their promises to pay. The process both of creating the 
banks and pushing out the notes will, of course, be gradual ; but as 
it goes on, prices will steadily be stimulated, and gold displaced by the 
notes and exported till an entirely new order of things is established. 
The active circulation of the United States consists now of 450 millions 
of paper and 50 millions of gold and silver, with 150 millions of metal 
in the banks, while the aggregate of the metals in Great Britain and 
France is enlarged to the extent exactly of the displacement in Amer- 
ica. But meantime banks of issue ^re established in France and Great 
Britain also, and to the extent to which these French and British banks 
issue notes, the metal received into those countries from America is dis- 
placed and returned. If they issue 450 millions of paper, 450 millions of 
their gold and silver will be driven back and the original distribution 
of the metals restored. It is thus seen, and very plainly seen too, that 
the convertible currencies of the several countries of the world, if availed 
of to their full extent, as they are, must bear relations to each other in 
the ratio of their several metallic currencies. But it is known that 
neither the banks nor the government of any country has ever absorbed 
all the gold and silver in it as a fund against which to issue circulating- 
notes in the proportion of three to one or of two to one. If such a power 
really existed, either in banks or governments, banks for profit and gov- 
ernments under the pressure of necessity, whichever exercised it, would 
certainly push it to its limits, as Mr.' Sherman vainly imagines he can 
do, and proposes to attempt to do, after the first day of next year ; and 
we should then see nominally convertible notes far more abundant than 
we now see inconvertible notes, and correspondingly less valuable as 
they were greater in quantity. 

But such a power does not exist. The power of a bank or a govern- 
ment to issue convertible paper notes is dependent on its power to pay 
them ; that is, by the extent and solidity of its capital. But capital 
employed in this way, whether by banks or government, is itself limited; 
it is limited by the wants and necessities of the commerce and industry 
it is set apart to aid and promote. In other words, there is always exist- 
ing, in every country, a real and approximately fixed proportion between 
its banking and note-fund capital and its capital engaged in production 
and exchange. These proportions exist in the nature of things, and if 
the toundation of the business system be metallic, it must be broad 
enough and solid enough to support the whole fabric, industrial, com- 
mercial, and bank, with safety ; for it is incredible that one form of the 
working capital can be securely lodged upon gold and silver, and that 
all other forms — and those, too, which constitute the real capital — can 
be suspended wholly upon circulating bank paper. To say that this can 
be so is to say that there can . be a circulation of arterial blood in a 
man's arms, and none in his head or his body or his legs. But the fact 
is, that wherever the banks are upon the specie basis it is because the 
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\?hole commerce and iudustry of the country are on the specie basis ; 
and this, not through the merely intermediary agency of bank-notes, 
resting upon metallic reserves hidden away in bank-vaults, invisible to 
the sight and impalpable to the touch, but because of the actual physical 
presence of the metals everywhere throughout the industrial, commer- 
cial, and banking fabric, in quantity proportioned to the requirements 
. of each and sufficient for each. Of the metals thus necessarily dispersed 
throughout the whole society, the banks can appropriate no more than 
that proportion of them requisite to the easy and safe performance of 
their share in the production and exchange of the country. Their issues 
of convertible circulating notes, if the convertibility of the notes be real 
and not merely nominal — and I repeat that no merely nominal converti- 
bility can now be sustained in the United States, any more than in Great 
Britain, France, or Germany — must conform strictly to the amount of 
their metallic capital, and this capital, it is entirely apparent, necessarily 
comprises far the smaller part of the whole gold and silver of the coun- 
try. And nothing is better settled than the principle that even a mod- 
erate excess of issues results in the exportation of metal. 

Hence it is that convertible currencies, even in the richest nations, 
are so small in amount relatively to the whole metallic capital. They 
are limited by laws which neither banks nor governments can evade. 
Where any marked and extensive disproportion exists in any country, 
as compared with those currencies in other countries, it may be known 
that that country is out of relation to the system, and that it cannot 
retain its share either of the metals or of the convertible notes till its 
true relations are re-established. The interpretation of this is that the 
United States, in their present circumstances, are entirely out of place 
as regards the convertible paper system of the world. I mean by this 
that there are too many paper notes and too few gold dollars and gold 
eagles. We must have less paper and more metal. 

General Warner, in his evidence the other day, gave tables showing 
the proportions between coin and paper as they now exist in Great 
Britain, France, and Germany, and as they existed in this country in 1854, 
1857, and 1861. They so completely and forcibly illustrate what I have 
just been saying, that I wish to recall them to your attention. Accord- 
ing to those tables, the proportion now existing in Great Britain is $3.33 
of coin to one dollar of paper ; in France, $3.10 of coin to one dollar of 
paper ; in Germany, $4 of coin to one dollar of paper. The proportion 
in this country, in 1854, was $1.24 of coin to one dollar of paper; in 
1,857, before the bank explosion of that year, $1.16 of coin to one dollar 
of paper ; and in 1861, $1.41 of coin to one dollar of paper. On the Ist 
of January next, if all Mr Sherman's hopes are realized, there will be in 
the country forty cents of coin (including the 50 millions of greatly 
debased subsidiary silver) to one dollar of paper. But even this is sub- 
ject to modification. The coin on the Pacific coast is over thirty mill- 
ions and the paper five millions. We must leave the Pacific coast out 
of our calculations, because specie payments have never been suspended 
there ; and the proportions of coin to paper on that coast are not differ- 
ent now from what they were four years ago. Leaving out the Pacific 
States, therefore, and calculating the proportions between coin and 
paper as they will exist in what I shall call the " legal-tender States," 
we find that after the 1st of January next we shall have in those States 
about thirty-two cents of coin to one dollar of paper! 

General Warner's tables, put in another form, illustrate what I have 
said even more forcibly than by stating the per cent, of the proportions. 
Assuming that our supply of coin and convertible notes would be 750 
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millions If we were at specie payments, General Warner shows that to 
have the same proportion of coin to paper that now exists in Great 
Britain we should have 579 millions of coin to 171 millions of paper. 
This would require us to accnmulate 329 millions more of coin and to 
retire 479 millions of paper. To have the same as in France, we should 
have 562 millions of coin to 188 millions of paper. This would require 
us to accumulate 312 millions of coin and to retire 462' millions of paper. 
To have the same as in Germany, we should have 600 millions of coin 
to 150 millions of paper. This would require us to accumulate 350 mill- 
ions of coin and to retire 500 millions of paper. To re-establish the 
proportions existing in this country in 1861, we should have 439 millions 
of coin and 311 millions of paper. This would require us to accumulate 
189 millions more of coin and to retire 349 millions of paper. To re-es- 
tablish the proportions of 1857, we should have 403 millions of coin and 
347 millions of paper. This would require the accumulation of 153 mill- 
ions of coin and the retirement of 303 millions of paper. To re-estab- 
lish the proportions of 1854, we should have 415 millions of coin and 
335 millions of paper. This would require us to accumulate 165 millions 
of coin and to retire 315 millions of paper. 

These figures of General Warner's seem to me entirely decisive of the 
whole question. 

Mr. Sherman cannot reverse the law that governs convertible curren- 
cies in all countries, and at this period in the world's history more than 
ever before. He may reverse the existing conditions by a continuous 
unrelenting pressure upon the country, by five or eight years more of the 
" weary agony and struggle toward resumption" of which he spoke in 
his interview with the Senate committee, and so, by diminishing his 
notes and increasing his gold and silver reserves, bring the conditions 
into conformity with the law, but more than this he cannot do. The 
truth is, that he has the real work of resumption yet to accomplish. He 
must charge the channels of circulation to their natural necessary full- 
ness with the met£^ls ; he must infuse 200 to 300 millions at least, at the 
same moment that he expels from them the excess of paper notes, what- 
ever that-excess may be ; in my judgment not less than 250 or 300 mill- 
ions of dollars, iwssibly even more. I do not mean to say that the paper 
notes are in excess of the requirements of the country with its business 
performed wholly with paper, but that they are immensely in excess as 
respects the specie-paying system. Mr. Sherman's difficulty is there- 
fore df a double kind : unless he provides a sufficiency of metal he will 
fail ; if he- provides the metal and does not expel the excess of notes, 
he will fail just as certainly. This process of withdrawing paper and 
pushing out gold involves five or eight years more of the depression we 
have suffered during the last four years. I don't belie vje the country 
will stand it, but it must if specie payments are to be made permanent 

Mr. EwiNG. The Secretary thinks the balance of trade now ap- 
parently very much in our favor will continue so, and that under the 
operation of a continued favorable balance he can continue to accumu- 
late gold. 

Mr. SoHUCKERS. The balance of trade is a deceptive thing. It is 
frequently the effect purely of operations on the currency. I believe 
that to be the case now. A rise in general prices to the extent of 10 
or 15 per cent, will reverse it, and it will be against us again. 

Mr. Bell. But is a rise in prices certain to take place when specie 
payment is established ? 

Mr. ScHUCKERS. If there be a real confidence in the stability of Mr. 
Sherman's resumption, there will undoubtedly be a prompt and rapid 
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rise ; but in the absence of confidence we may expect a continuance of 
the present stagnation. If we assume that confidence is established, 
a rise in prices of 10 to 20 per cent, would lead to the exportation of 
gold. Ton must not forget the circumstances. If we count the gold in 
the banks and Treasury as taking the place of the paper notes that 
have been retired, the volume of the currency on the 1st of January 
next will not be materially diflferent from what it was three and a half 
years ago, though its character will be somewhat changed ; nor will 
the volume of commodities be materially different. If the national 
wealth has not been actually diminished it certainly has not been in- 
creased. We have gained in some respects, but we have equally lost 
in others. Prices, however, by the joint pressure of the Federal Treas- 
ury and the national banks, have been forced down 50 to 60 per cent. 
When this pressure is relieved and there is an assurance that operations 
on the currency are at an end, prices will certainly rise. A rise of 10 
to 20 per cent, will reverse the balance of trade, by which I mean that 
gold will be exported. The loss of ten oi" fifteen millions of the Treas- 
ury reserves of metal will precipitate a demand fatal to them ; then 
gold will go up to 3, 5, 8, or even 10 per cent. This is the course I 
think events will take. 

On the whole, I am not able to see any prospect at all of a successful 
resumption at the time fixed by the law; and this leaves entirely out of 
view the effects of the silver bill (which demonetized gold as effectually 
as if that had been the specific purpose of the bill) and various other 
circumstances of vital importance, the chief of which are: an immense 
foreign debt, an extensive absenteeism of Americans traveling and 
residing in Europe, and transportation of our freights and passengers 
in foreign bottoms. War, political events, deficient harvests, and com- 
mercial dif&culties at home and in other countries are also facts pecu- 
liarly affecting specie payments in the United States. "The long and 
weary agony and struggle toward resumption," spoken of by Mr. Sher- 
man in his interview with the Finance Committee of the Senate, have 
been made endurable to the people by the promise of a swift and brilliant 
revival immediately that specie payments is established. Mr.' Sherman 
promised it in the little speech he made the other evening at Cleveland. 
If it does not come, the country will most (Sertainly explode resum^ttou 
by an enlargement of the currency suificient to restore prosperity 5 if it 
does come, Mr. Sherman's resumption will collapse from organic WQak- 
ness. My belief is that the difftculties in the way of establishing the 
metallic standard in this country are so preponderating and insuperable 
that no member of this committee will live to see it accomplished ; and 
that the paper system will last till it is destroyed by some social or polit- 
ical calamity which will be fatal to it and to the union of the States, at 
the same instant. What is before us is, as I think, measures for its 
wise and permanent regulation. 

Mr. Bell. It is not very difficult to see that, in your opinion, the re- 
sumption act ought to be repealed. 

Mr. ScHUCKERS. It ought to be repealed with as little delay as legis- 
lative forms will permit. 
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ppwer to sell bonds probably too wide a dis^jretion to be exercised by one man, 122 ; if the balance ^ 
of trade continues in our favor, ■pecie'payments fan be maintained, 125. 

YERMILYE, J. D., Views of: Sees no difficulty In resuming on the Ist of January, 1879, 95 ; sees noth- 
ing ahead for ^^t or ten m<mths to draw away coin, 96; a reserve of from 25 to 28 per cent, of 
coin sufficient for specie payments, 96 ; 10 to 13 per cent, formerly the rule among country banks, 
96; the whole question one of faith, 97 ; resumption an inflation of the currency, 97 ; resumptiesi 
will add 140 millions of gold to the circulation, 97; 30 millions of special deposits of gold in New- 
York banks, 98 ; why there may be a good deal of gold in the country, ^99 ; not so much coin nec- 
essary now as formerly, 99 ; does not think paper notes better than gold and silver, 100 ; does not 
know why there shall be any great demand for coin after resumption, 100 ; for 10 or 15 days there 
may be a pretty large demand, 101 ; should like to see 140 milliCns of greenbacks at once destroyed, 
101 ; balance of trade, 103 ; we have lived extravagantly, 104 ; the country does not want 900 or 
1,000 millions of circulation of gold, silver, and paper, 105 ; the banks will seek to convert their 
greenbacks into gold, in a measure, 105 ; sees no plan by which the Secretary can check a demand 
for gold if the people insist upon having it, 106 ; not coin enough in the country to maintain spe 
cie payments in case of alarm, 107 ; prefers fractional paper currency to fracti<mal silver, 107 ; 
Congress should do nothing concerning the finances, 108; people have gone too much into the 
cities, 108 ; would be willing to see the national-bank notes go out of circulation, 109 ; after all, 
the whole question of specie payments is one of confidence, 110. 

WAKNER, A. J., Views of: Does not think it practicable to establish and maintain resumption ex- 
cept by reducing the paper circulation, 137 ; coin must be provided to the full extent to which 
the people will prefer coin to paper, 137 ; an excess of coin and paper will drive the coin abroad, 
137; effects of an increased volume of money, 138; pro]>ortion of copi to paper in formed. times 
in the United States and in foreign countries, 138-139; demonetization of silver the cause of de- 
pression in Germany, 139 ; amount of convertible paper that can probably be supported in the 
United States, 140-143 ; 50 per cent, of the whole circulation must be in cqin, 14S ; is in*^avor 
of maintaining the paper currency at an equivalency with coin, 144 ; equalization of coin and 
paper not resumption, 144 ; example of England in 1816-'23, 144-145 ; effect of contraction of 
the currency upon credit, 145 ; eflfects of increase in the volume of money, 145>-146 ; panic of 1857 
the result of exportation of coin, 148 ; paper may be preserved at the value of coin by linilation 
of quantity, 149; proportions of coin and paper in Great Britain, France, Germany, and the 
United States under the convertible system, 150-152 ; deceptiottsof balance of trade, 153 ; resump- 
tion only practicable by establishing the true proportions between coin and paper, 154 ; a run for 
gold not so likely with greenbacks as under the old State-bank system, 156 ; potent effects of pub- 
lic debt held abroad upon the question of specie payments, 1.56 ; different consequences of dimin< 
ished money and diminished commodities, 156-157 ; effects of diminution in inconvertible paper 
money the same as diminution of money made of metal, 157; estimated amount of American 
debt in foreign countries, 2,250 millions, 158 ; g<Jld may be drained away by return of bonds held 
abroad, 159 ; rate of interest on debt held abroad, 160 ; different effects of diminished money and 
of diminished commodities, 160-161 ; rate of interest does not depend upon the kind of money, 
161 ; effects of outflow of gold after resumption takes place, 163 ; preparation for resumption 
involves continuous contraction of the paper currency, 164 ; co-operation of the banks necessary 
to resumption', 165; disastrous effects of the resumption act upon the industries of the country 
167 ; estimate of the loss entailed by the operation of the act, 167-174 ; estimate of the debts, 
public and private, of the American people, 174 ; if resumption is to be accomplished, the present 
state of depression must continue, 175 ; resumption impracticable with the present volume of 
paper, 176 ; importance of repealing the resumption act, 177 ; the value of paper may be kept at 
an equality with coin by limitation of its quantity, 178 ; this better than the national banking 
system, 178; urges the principle of limitation, 179 ; wants United States notes substituted for 
national-bank notes, 179 ; effect of retiring inconvertible paper notes in other countries, 180 ; 
Ricardo's proposition for paper notes, 182 ; the adoption of the gold standard bad in economy and 
worse in morals, 183. 

WESTON, GEORGE M., Views of: Resumption practicable with present favorable foreign balance 
of trade, 241 ; its permanence another question, 241 ; paper money excessive in volume, 241 ; 
remonetization of silver increases the practicability of resumption, 242; the evils of the convert- 
ible system, 243-246; no means of preventing an outflow of specie, 246 ; the paper notes must be 
greatly reduced to make specie payments permanent, 247 ; advocates no particular theory of 
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WESTON, GEORGE M., Views of— Contiuned. ^ 

money, 947; the oonstitationallty of the legal-tenders, 348 ; paper money receivable for public 
dues and increased every year in a ratio approximate to the increase of bosiness, would be a stable 
money, 249, 

WINDEB, WILLIAM H., Views of: If qreditor countries were to make their legal-tender of paper it 
would be at a premium, 81 ; it is the condition of a country as debtor or creditor which alone deter- 
mines its ability to maintain specie payments, 81 ; the convertible system an evil, 82 ; our foreign 
debt 2,000 millions, 83 ; the premium on gold a good for a debtor nation, 84 ; the importance of the 
premium on gold, 85 ; how it works as a good, 85 ; the advantages of paper legal-tender for domes- 
tic use, 86 ; contraction of the currency murderous and insane, 87 ; its effects, 87 ; why a rise in 
the price of gold is an advantage to home industries, 87 ; resumption impracticable, 88 ; an assured 
ability to pay necessary to resumption, 88; illustrations of this, 89; resumption impossible till 
the country is out of debt, 89 ; greenbacks ought to be substituted for bank notes, 89 ; an increase 
or decrease of the currency always iivjnres somebody, 90 ; the resumption act a snare, 90 ; the bank- 
syndicate could raise the price of gold if so disposed, 93; resumption places us at the mercy of 
foreign creditors, 93 ; what resumption means, 94. 

WEIGHT, BENJAMIN H., Views of: The present reumption law defective, 251 ; the banks must be 
brought into co-operation for resumption, 251 ; his plan, 253. 
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